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What Has Happened to 
Local Markets Since the 
1948 Census of Business? 


When marketing executives want to know how 1950's record retail sales have 
changed local market potentials since the 1948 Census of Business, they will turn 
to— 


SALES MANAGEMENT'S 1950 
SURVEY OF BUYING POWER 


The need for continuous examination of marketing strategy in our changing re- 
armament economy will place a new premium on the forthcoming Survey of Buy- 
ing Power, to be published May 10. The 22nd annual edition of this accepted 
authority on local markets will be more accurate and valuable than ever—with 
facts on current conditions added to the base provided by U. S. population and 
sales censuses. 


The 1951 Survey of Buying Power will include complete 1950 retail sales, income, 
and population for all U. S. counties and all cities which had retail sales of 
$10 million or more in 1948. (389 new cities will be added to the Survey for the 
first time this year). In addition to total retail sales, the Survey will list food 
sales, drug sales, general merchandise sales, furniture-household-radio sales, and 
a new feature in automotive sales. This data will be provided not only for the 
cities and counties, but for 186 metropolitan county areas and for markets in 
Canada, Hawaii, Alaska, and Puerto Rico. Additional content will include a 
detailed foreword on how the Survey is used, supplementary summary tables, 
Pictographs, Significant Trends, and industrial data. 


Since our supply of Survey of Buying Power issues is quickly exhausted each year, 
Journal of Marketing readers are advised to reserve their copies now. The price 
is $4.00 each postpaid. 


THE MAGAZINE OF MARKETING 
386 Fourth Avenue, New York 16, N.Y. 
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A CLIENT WRITES OUR COPY 


We at N. O. R. C. have our own tabulating 
machines and personnel in our main office at the 
University of Chicago, so we consider ourselves 
something of an expert when it comes to tabulating. 


Under the circumstances, then, its quite a 
tribute to those people at 93 Park Avenue that when 
our New York office requires tabulating services in 


a hurry, it goes to Bob Barnard and his excellent 
staff. 


We don't say their work is any better than our 
own, but we do say it's just as good! 


Public opinion at N. 0. R. C. is pretty strongly 
behind Barnard, Inc. Reasons given by the staff 
(according to our own tabulations) are these: 


Fast service 

That friendly quality 
Accuracy 

Skill and know-how 
Intelligibility 


In short, we think they can't be beat. 


Cane 


Paul B. Sheatsley 
Eastern Representative 
National Opinion Research Center 


BARNARD, Inc. « 93 Park Avenue « New York 16, N.Y. 


Please mention the JouRNAL of MARKETING in writing advertisers 


] 


3 Trxtsooxs From Macmittan 


Principles of Business and 


the Federal Law 
By Franklin H. Cook & 


In this book, the student is taught the constitutional and legal prin- 
ciples governing the relationship between government and business, 
and government and labor. Cases are used to trace the develop- 
ment of these principles and to illustrate their application. The 
material in the text is current and has been presented in a clear, 
understandable manner. 

To be published in the Spring 


Modern Life Insurance 
By Robert I. Mehr & Robert W. Osler 


This authoritative text is designed as a source of practical informa- 
tion about life insurance. It provides a history of the life insurance 
business, a discussion of its social and economic importance, and a 
survey of the principles behind current practices. Such topics as the . 
technical and legal aspects of the field, policy forms, variations f 
among companies, and how to choose the best policy are included. 

$5.00 


The Structure of 
American Industry 
Edited by Walter Adams " 


13 different industries receive expert and detailed treatment in this 
cross-section of American industry. Each chapter is written by a 
specialist in the field. Comparison of the diverse forms of market 
structure and types of market behavior is made possible by dividing 
each chapter into three divisions: organization and development of 
the industry, market structure and price policy, and public policy. 
$4.75 


THE MACMILLAN COMPANY 
60 Fifth Avenue New York 11, N. Y. 
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THE RETAILER: THE ROLE OF MODERN 
RETAILING IN THE UNITED STATES 


By Wenzil K. Dolva, Chairman, Department of Retailing, and Assist- 
ant Dean, School of Business and Public Administration, Washing- 
ton University (St. Louis, Mo.); and Donald K. Beckley, Professor of 
Retailing and Director of Prince School of Retailing, Simmons College 


A basic text for general introductory courses in retailing, this book is a 
definitive analysis of the structure of modern retailing and its functions 
in the American economy. It centers on the social responsibility and 
service of the retailer to the public. Throughout the emphasis is on why 
rather than how retailers operate and retailing takes the form it does. 


Special features: 


® Explains the key activities and processes of retailing 


© Relates the retail market to other phases of the social and economic 
system 


© Defines problems and patterns of retailer-consumer interaction 
© Traces the consumer movement and its effect on retailing 


® Gives modern, over-all coverage: sections treating consumer coopera- 
tives, automatic vending, supermarket merchandising 


© Shows the role of retailing in the nation-wide market 


© Centers on the social responsibility and service of the retailer to the 
public 


© Describes the relationships of the retailer to the producer, consumer, 
other retailers, and the government 


®@ Explains how the typical retail store ties in with other elements of 
business and the community 


Teaching aids: 
® practical illustrations 
® up to date facts, data and scholarship 


® review questions to help students organize concepts and apply 
relevant retailing know-how 


© clear-cut, concrete language and interpretation 


Teachers’ Manual for the text includes answers to questions, topics for 
assignment and projects, and suggested readings. 


Published 1950 417 pages illustrationsand graphs 5%” x 8%” 


Send for your copies today! 


PRENTICE-HALL Inc. 70 Fifth Avenue, New York 11, N.Y. 


Please mention the JouRNAL or MARKETING in writing advertisers 
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MARKETING: SELECTED CASE PROBLEMS 


By George R. Terry, Schoo! of Commerce, Northwestern University 


This new case book of marketing presents factual case studies of 12 
major phases of distribution: ranging from wholesaling to sales promo- Q 
tion. It gives the student a total of 56 actual business situations in which 

to apply marketing principles and practices. Each case poses pertinent 

questions to answer and practical policies to weigh. 


; In treating specific marketing problems, the text fills four basic needs 
| in a marketing course: 


1. provides up to date test cases for standard marketing procedures and 


decisions 
2. backs up theoretical concepts with examples of their everyday use in . 
business activity 
3. shows the interrelationships of modern marketing within the total 
distributive structure 
4. supplies valuable materials for class discussions and/or assignments “ 
and projects 
Published 1950 250 pages rane" 


SUCCESSFUL RETAIL SALESMANSHIP, 4 
| Second Edition 


By O. Preston Robinson, University of Utah; and Christine H. Robinson 


The new Second Edition of this standard retailing text deals with every ; 
phase of store salesmanship. It begins with a thorough consideration of . 
the salesperson’s opportunities and responsibilities, moves along 
through the customer contact, and concludes on follow-up activities that 
help build permanent business. 


More numerous and more life-like examples of selling situations are a 
stand out feature of this revised edition. The text dramatically demon- 
strates how customer problems should be handled and how common 
buying obstacles can frequently be overcome by alert salespeople. At 
all times the emphasis is on “helping the customer buy” rather than 
high pressure tactics. 


The new edition also represents a careful checking and re-arranging of 3 
the original material. The very latest ideas and techniques replace out- 
moded concepts, making for greater clarity and a more forceful presen- 
tation. 


Published 1950 378 pages 5%" x 8%" 


PRENTICE-HALL, 70 Fitth avenue, New York 11, N.Y. 
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Up-to-date, well organized, teachable 


SALES PROMOTION 


By ALFRED Gross, and Date Houcuton, both of New York University 
[om volume describes and analyzes the areas and techniques of sales pro- 


motion. The organization of the book reflects the authors’ view that sales 
promotion work is necessary on three distinct levels: (1) duties within a 
company’s own marketing division; (2) liaison between a company and its deal- 
ers for the purpose of stimulating sales; (3) liaison between a company and its 
consumers for the purpose of maintaining consumer satisfaction and directly 
stimulating demand. In presenting the material the needs of students and of 
businessmen have been constantly kept in mind. It is most useful as a textbook 
for a course dealing with sales promotion and as supplementary reading for courses 
in marketing campaigns, salesmanship, sales management, and advertising. It is 
also intended to serve as a practical working guide for marketing executives. 
prone of a thought-provoking nature will be found at the end of each 
pter. In addition there is a term project, arranged by chapter, covering all the 
steps in a sales promotion campaign. 


Typical comments on these widely used textbooks— 


ADVERTISING 
By Avpert Westey Frey, Amos Tuck School, Dartmouth College 


“very readable and well organized. . . 1 arly general texts on advertising . . . well 

partial ike like the problems.” Professor written, admirably objective.” Professor G. 

mneth A. Grubb, University of Mary- B. Hotchkiss, Chairman, Department of 
land—“one of = most complete and schol- Marketing, New York University. 


PRINCIPLES OF MARKETING 4th Edition 
By Haroitp H. Maynarp, and Tueopore N. Becxman, both of Ohio State University 


“it has excellent organization and brings University—“By far the most teachable of 
distribution developments up to date.... all marketing texts.”—Professor William 
In general, I like its clear-cut presentation.” A. Nielander, Chairman, Department of 
—Professor Harry A. Mitchell, Tulane Management & Marketing, Hofstra College. 


MARKETING AND DISTRIBUTION RESEARCH 


By Lynvon O. Brown, Vice President, Media and Research, Dancer-Fitzgerald-Sample, 
Inc.; Lecturer, Columbia University 


“contains much valuable, up to date ma- keting—‘Dr. Brown’s revision offers the 


terial. . . . The author is eminently quali- most thorough one-volume treatment of mar- 
fied to write on this subject . .. well keting — available.”"—Journal of 
written and readable. of Mar- Retailing. 

WHOLESALING 


Principles and Practice Revised Edition 


By Tueovore N. Beckman, Ohio State University, and Encwe, University 
of Washington 


“one of the leading contributions to mar- dents an opportunity to understand the mid- 
span of our marketing process as they can- 
style, it compacts into one volume a tre- not from a in general marketing ag 
mendous amount of material and gives stu- from retailing. —Journal of Retailing. 


THE RONALD PRESS COMPANY 
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CYCLICAL POLICY ON THE ADVERTISING 
APPROPRIATION 


JOEL DEAN* 
Columbia University 


ow should a company’s advertising 
H appropriation fluctuate with gen- 
eral business conditions? When national 
income (or any suitable index of the 
firm’s demand) rises 10 per cent, should 
promotional outlays also rise 10 per 
cent, or should they rise 15 per cent, 5 
per cent, or not at all? 

This difficult question is important 
from the social as well as the private 
viewpoint, since there is at least some 
possibility that contracyclical advertis- 
ing could help to reduce fluctuations in 
business activity. This article discusses 
the problem primarily from the com- 
pany’s viewpoint, after introductory re- 
marks on the stabilizing possibilities of 


* For help in preparing this article I am indebted to 
Stephen Taylor, of Joel Dean Associates. 


advertising. For an individual company, 
profitability must be the overriding cri- 
terion for advertising policy, so we shall 
concentrate on the kind of economic 
analysis that is needed to find the most 
profitable policy for tuning advertising 
outlays to fluctuations in business con- 
ditions.’ 


STABILIZING EFFECTS OF ADVERTISING 
Can advertising help to stabilize 


1 The discussion abstracts from problems of advertis- 
ing techniques and media; it also assumes that there 
will be no systematic differences in the average quality 
of copy and that the skill in selecting media will be 
constant. There is, to be sure, wide variation in the 
quality of advertising copy and the effectiveness of 
media, but the economics of cyclical advertising 
strategy can be better understood if this disturbing 
factor is neglected. 
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cyclical fluctuations ?? Orthodox econo- 
mists have generally taken the view that 
advertising in net effect does not alter 
propensity to consume; it merely chan- 
nels consumption among rival goods.’ 
Recently, however, the notion that we 
can advertise our way out of future de- 
pressions has gained wide acceptance.‘ 
If advertising can really alter the con- 
sumption function, it has a double 
multiplier effect. First, advertising, like 
any business spending, creates employ- 
ment, which in turn produces more 
spending. Second, by increasing the 
propensity to consume, it raises the 
whole multiplier. 

To the extent that advertising does 
affect the consumption function, ag- 
gregate advertising has in the past prob- 
ably accentuated business fluctuations 
rather than offset them, since advertis- 
ing cycles have corresponded closely to 
general business cycles. Cyclical fluctua- 
tions of advertising expenditure are even 
more mechanically tuned to business 
cycles than changes in other types of 
investment when they result from budg- 
eting practices that relate appropria- 
tions to sales or to profits. Various 


2 This discussion is based upon the assumption that 
we will continue to have swings in business activity. 
The government’s full employment commitment, the 
new tools of economic policy, the immense role of the 
government in a defense economy, and the jumpy pre- 
paredness on all sides to avoid depression may have 
made the conventional idea of business cycles obsolete, 
but it would be foolish to believe that inadvertent fluc- 
tuations are gone forever. 

3 For a summary of the economists’ case against ad- 
vertising, see F. P, Bishop, The Economics of Advertis- 
ing (Robert Hale Ltd., 1946), especially Chapters I, 
VI, and VIII. See also K. W. Rothschild, ““A Note on 
Advertising,” Economic Fournal, 1942, p. 112. 

‘For example, O. A. Keyser recommends, on the 
basis of the experience of one company, that advertising 
expenditures be held constant over the cycle by using in 
depression funds accumulated in boom times. His 
recommendation is based on a theory of cycles that at- 
tributes fluctuations to cumulative psychological move- 
ments of fear and optimism. O. A. Keyser, “‘A Counter- 
Cyclical Fund for Advertising,” Advertising and Selling, 
April 1947, P. 34. 
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studies of cyclical variation in the ad- 
vertising expenditures for specific prod- 
ucts indicate that the violence of fluc- 
tuations varies roughly with the income 
elasticity of the product. Thus adver- 
tising for consumer durables is more 
variable than it is for foods. 

The effectiveness of advertising in 
damping depressions depends upon: (1) 
how well it can overcome spending 
timidity caused by expectations of lower 
incomes and lower prices in recession 
periods; (2) how far it can offset con- 
traction in other kinds of business spend- 
ing, notably inventory and plant and 
equipment outlays; and (3) how rapidly 
it can produce results—long and uneven 
response lags and a high proportion of 
institutional promotion dilute the effect 
of advertising on the immediate con- 
sumption function. Since these condi- 
tions are quite difficult to specify, it is 
still a moot question what the influence 
of advertising might be. Advertising at 
2 per cent of the national income ranges 
from around one-tenth to one-third the 
size of other capital expenditures made 
by business. Thus it might be a fairly 
significant lever if drastic anticyclical 
expenditures could be induced. But to 
implement an over-all plan would re- 
quire adequate incentives and probably 
some kind of financing scheme to per- 
suade business to lay out cash at a time 
when their training tells them it is both 
risky and unproductive to invest in ad- 
vertising. This article is concerned with 
the methods for deciding whether or not 
their fears are justified. 


Theoretical Analysis 


The starting point in determining 
cyclical policy is a theoretical analysis 
of profit maximization through adver- 
tising. Several elaborate solutions have 
been worked out for this problem where 
two or three quantities vary simultane- 
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ously.’ None of these solutions is com- 
plete enough to include the cumulative 
effects of advertising, but even with 
their limited scope they are much too 
complicated to be used with the infor- 
mation that can feasibly be collected in 
practical budgeting of advertising out- 
lays. Nevertheless, the basic principle 
of marginal analysis is a sound approach 
to advertising when conditions are suffi- 
ciently restricted, and can frequently 
yield practical solutions. 

A simplified short-run analysis that 
has promise is illustrated in Figure 1. It 
is assumed here that both price and 
marginal production cost are constant 
over the expected output range. (Such 
conditions are not uncommon where the 
company follows a market-determined 
price and has a margin of excess capac- 
ity.) The incremental advertising cost 
curve shows the additional advertising 
cost necessary to sell another unit of 
product at the fixed price. The stepped 
shape of the curve reflects the fact that 
advertising increments can be bought 
only in fairly large chunks. (The distance 
from the x-axis to the advertising-costs 
curve is the sum of marginal production 
cost and marginal advertising cost.) The 
advertising cost curve has both a falling 
and a rising phase: the declining phase 
reflects economies of scale (better copy 
and better media) and the cumulated 
effect of repetition as advertising ex- 
penditures increase, while the rising 


5 For example: 

E. H. Chamberlin, Theory of Monopolistic Competition 
(Cambridge: Harvard University Press, 1942) Chs. 
4-8. 

N. S. Buchanan, “Advertising Expenditures, A Sug- 
gested Treatment,” ournal of Political Economy, 
August, 1942, pp. 537-557. 

K. Boulding, Economic Analysis (New York, 
Harper & Bros., 1941) pp. 578-593. 

R. M. Shone, “Selling Costs,” Review of Economic 
Studies, 1935, p. 225. 

B. Barford, “The Theory of Advertising,” Econo- 
metrica, 1940, Pp. 279. 


phase shows diminishing effectiveness of 
advertising as the limits of the market 
are approached and as less and less sus- 
ceptible prospects and appropriate media 
are involved. Although this form of 
short-run advertising cost curve is ge- 
neric for all commodities, there are un- 
doubtedly wide variations in its shape— 
the relative lengths of falling and rising 
phases and the depth of the trough. 
There may be many cases of double and 
triple troughs reflecting transitions from 
local to larger markets. 


Price 


vy Volume of Sales. 


Fic. 1. Marginal Approach to Determining the 
Advertising Budget in the Short Run. 


The area between the price line and 
the marginal production cost curve is 
the gross profits from sales. The area 
under the advertising cost curve is the 
total cost of selling the output, and the 
difference between the two is the net 
profit. It is clear that the net profit area 
is maximized by increasing advertising 
and sales to the point where marginal 
selling cost equals marginal gross profit, 
i.e., where the advertising cost curve 
crosses the price line. 

The effect of a change in prices on ad- 
vertising is shown in its simplest form by 
the intersection of a new price P; with 
the advertising cost curve, where the 
rise in price has followed an increase in 
demand, caused by outside forces, that 
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is just sufficient to hold the marginal 
advertising cost curve constant. In gen- 
eral, of course, shifts in demand and in 
price (which is assumed passive to 
market forces) will cause unpredictable 
shifts in the marginal advertising cost 
curve. 

Thus the essence of the marginal ap- 
proach is that an advertising outlay 
should be made if the resulting addi- 
tional revenue (over production costs) 
will exceed the additional advertising 
costs. This principle is a logically sound 
basis for cyclical promotion policy when- 
ever a reliable estimate can be made of 
the incremental effects of the outlay on 
sales. 

The application of the marginal ap- 
proach is well illustrated by mail order 
sales in response to keyed advertisements 
in magazines or direct mail advertising, 
and sales through personal calls of sales- 
men. As more magazine advertising is 
used, more mailing lists purchased, or 
more salesmen hired, the marginal mar- 
kets that are reached become leaner and 
leaner in sales prospects, while the qual- 
ity of the promotion may deteriorate at 
the same time, particularly in marginal 
salesmen. There is in these kinds of ad- 
_vertising a measurable increasing selling 
cost per unit sale that should not be al- 
lowed to swallow more than the incre- 
mental gross profits from the sales that 
are made. 


Measuring Effects of Advertising 


The types of direct advertising dis- 
cussed above were used to illustrate the 
marginal approach to the advertising 
budget because they present the easiest 
measurement problems. For most kinds 
of advertising, however, relating outlays 
to the sales they produce is a formidable 
problem and calls for elaborate statis- 
tical attacks. Nevertheless, the principal 
hope for developing more rational pro- 


motional plans lies in improved methods 
of measuring the effects of advertising. 

Despite the vast amount of research 
on advertising, surprisingly little has 
been directed at this problem. Primary 
attention has been given to the problem 
of how to get the most out of a given ad- 
vertising expenditure. Determining from 
its effectiveness the size of that expendi- 
ture, and the cyclical timing of it, has 
been relatively neglected. The amount 
of money spent on advertising and the 
lack of defensible objective criteria for 
determining how much to spend argue 
cogently for more research on the prob- 
lem of measurement. 

The measurement problem is to deter- 
mine at various stages of the business 
cycle how much of current demand has 
been produced directly by current ad- 
vertising. The thing to find is what sales 
volume is with and without the added 
advertising. 

To state the problem reveals its mani- 
fold difficulties.* In order to isolate the 
relation of sales to advertising, the ef- 
fects of other demand determinants 
must somehow be eliminated. Growth 
trends and changes in income, in relative 
prices, in competition, and in the firm’s 
own product and its other marketing 
activities obscure the effects of advertis- 
ing. The firm’s demand function moves 
as a result of all these forces. Hence it is 
necessary to eliminate, or to allow for 
the influence of, these other factors in 
order to isolate both revenue and selling 
cost functions. 

Another difficulty is caused by differ- 
ences in the effectiveness of copy and 
the suitability of media. Variations in 
quality of the advertising obtained for a 


* For discussions of difficulties, see Committee on 
Price Determination, Cost Behavior and Price Policy, 
National Bureau of Economic Research, 1943, Chapter 
9; also H. E. Smith, “Imputation of Advertising Costs,” 
Economic Fournal, 1935, pp. 682-699. 
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_ given outlay make measurement of the 
effects of different quantities of expendi- 
ture difficult, because the observed re- 
sults may be due to variations in skill. 
To some extent, these fluctuations can be 
averaged out. 

The uncertain time lag between ad- 
vertising outlay and sales response is an- 
other source of trouble. Reaction to ad- 
vertising is delayed and is sometimes 
spread over a long period. Hence it is 
difficult to trace its impact. The time- 
distribution of response differs consider- 
ably among products as well as among 
types of advertisement.’ 

Another measurement complexity is 
caused by the limited objectives of much 
advertising. Although the ultimate pur- 
pose is to produce sales, advertising may 
not do so directly. Its role may merely 
be to produce a favorable climate of 
opinion for other sales-getting activities. 
Consequently, measurement is often 
made in terms of readership, brand 
familiarity, or brand preferences. Results 
that are measured in these intermediate 
terms are, of course, useful for testing 
media and copy. But they are not suffi- 
cient as a guide in budgeting unless the 
sales-producing worth of a unit of read- 
ership or familiarity can be measured. 

Multiplicity of products and the econ- 
omies of blanket brands and omnibus 
advertisements often make separation of 
the effects upon individual products 
difficult, although, of course, it is easy 
enough to judge the over-all effects on 
the joint products. But determining the 
optimum advertising, pricing, and out- 
put for individual products is virtually 
impossible. 


7 Kinds of advertising, therefore, differ in susceptibil- 
ity to measurement, forming a sort of spectrum of in- 
tractability, with institutional advertising at one end 
and specific commodity sales offers (e.g., department- 
store special sales) at the other. 


Methods of Measurement 


Measurement methods may be classi- 
fied in various ways. On the basis of 
source of data, they fall in two cate- 
gories: (1) historical data created by 
accident, and (2) controlled data created 
by experiments. Historical data may be 
studied in two ways: (a) by comparative 
analyses of differences among firms, and 
(b) by analysis of the behavior patterns 
of a single firm. Controlled experiments 
are usually confined to a single firm, 
though they involve comparisons among 
its territories or selling units. 

When the problem is attacked by com- 
parisons among firms, it is desirable to 
have the greatest possible uniformity in 
all respects except advertising outlay. 
Differences in products, price policies, 
merchandising methods, or markets may 
invalidate comparisons. 

An example of this kind of analysis is 
found in a study by Banks applied in 
this case to a comparison of media.* The 
study illustrates the marginal approach 
to determining optimum advertising 
media. Using data provided by Life 
magazine studies for 1938-1941, Banks 
calculated the incremental cost of en- 
larging the circle of readers (translated 
into “‘rememberers”) by means of addi- 
tional magazines and by means of addi- 
tional issues of the same magazine. A 
rising incremental selling cost was found. 

Another approach is to determine 
patterns for a single firm from its his- 
torica! data. A published example of this 
method is found in a study by Sidney 
Hollander. He used graphic multiple 
correlation analysis to isolate the pure 


8 Seymour Banks, “The Use of Incremental Analysis 
in the Selection of Advertising Media,” ournal of 
Business of the University of Chicago, Oct. 1946, pp. 232- 


243. 

® SidneyfHollander, “A Rationale for Advertising Ex- 
penditures,” Harvard Business Review, January, 1949, 
Pp. 79-87. 
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relationship of advertising outlay to the 
sales of a nationally advertised pro- 
prietary drug product. The dependent 
variable was sales, while the independent 
variables were (1) applicable disease 
rates; (2) consumer purchasing power; 
(3) current advertising expenditures on 
the product; (4) current advertising ex- 
penditures on a closely related product 
of the same company; (5) cumulative ad- 
vertising; and (6) time. 

Controlled experiments seem to be the 
most promising approach to the meas- 
urement problem. It is likely to be a 
costly one but the stakes are high. The 
experiment must be designed to over- 
come the difficulties discussed above and 
any other difficulties peculiar to the prod- 
uct or the company.!° Correlation or 
variance analysis is often needed to get 
valid findings from even controlled data. 

Short of a completely controlled ex- 
periment, there are a number of inter- 
mediate approaches that have promise. 
One approach is to vary advertising out- 
lay systematically among areas and to 
compare the first differences in sales 
(i.e., the percentage increases and de- 
creases). This method was tried with 
some success by a chain finance com- 
pany. Local advertising was manipu- 
lated systematically in selected areas; 
and quarterly first differences in ad- 
vertising were correlated with quarterly 
first differences in business, lagged one 
quarter. Although the scatter was great, 
an increment selling cost relationship 
was discernible.” 


10 See William Applebaum and Richard F. Spears, 
“Controlled Experimentation in Marketing Research,” 
JOURNAL OF MARKETING, January, 1950, pp. 505-517, for 
an examination of methods and limitations of controlled 
experiments. 

1 For other applications of this approach, see H. R. 
Tosdal, Problems in Sales Management (New York: 
McGraw-Hill Book Co., 1939), “Colwell Co.,” pp. 369- 
375; “Dressler Co.,” pp. 382-386; “Beckett Co.,” pp. 
386-391. 


A kindred approach is to manipulate 
the advertising outlay over a fairly 
narrow range and see how much is 
needed to hold market share. For exam- 
ple, an oil company has inadvertently 
done some experimenting of this type 
and has come to the conclusion that 
when advertising falls below x cents a 
gallon, it loses market share; when it 
rises above that amount, its gains in 
market share are dubious and costly. 


Guessinc GuIpDEs To CycLicaL Po.icy 


On the whole, the measurement work 
that has been done in advertising is still 
in the stage of valiant experimentation, 
and any of the methods available involve 
much guesswork in using the results. 
The effects of all demand determinants 
other than advertising can never be 
quite eliminated by econometric tech- 
niques, and there is always the problem 
of deciding how relevant past relations 
are to future situations. Measurement is 
therefore only the benchmark for policy 
making, which still needs a rich mixture 
of judgment. 

In order to make that judgment more 
informed, however, there are a number of 
strategic demand factors that can be 
used as “guessing guides” for manage- 
ment. They are the dimensions of de- 
mand that are most important for cy- 
clical planning of advertising budgets. 
They include: (1) cyclical changes in 
advertising effectiveness; (2) income 
elasticity of demand; (3) changes in 
profit margins; (4) improvement of prod- 
ucts; (5) perishability of advertising 
impact; (6) promotional elasticity of 
market; and (7) proportion of invest- 
ment-type advertising. 


Changes in Advertising Effectiveness 


In a sense, the whole cyclical problem 
is to find how the advertising cost curve 
shifts with business fluctuations. Taken 
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in this sense, each of the other considera- 
tions listed above is encompassed in this 
one. They are all either determinants or 
indicators of cyclical changes in the 
efficiency of advertising. If we limit the 
cost function, however, to the immediate 
response in sales and to current-expense 
advertising, then the cyclical shift of the 
advertising cost curve becomes one of 
several factors, including production 
costs and prices in the short run, which 
management must consider in designing 
a cyclical advertising policy. 

There is reason to believe that re- 
sponsiveness to advertising does change 
cyclically and that it is directly corre- 
lated with changes in income, since de- 
mand, to be effective, must be backed 
by purchasing power. In times of de- 
pression when buyers are over-cautious, 
more advertising dollars must be laid 
out to bring in a dollar of sales. More- 
over, anticipation of bad times to come 
dries up buying, even when incomes are 
still holding up. To some extent, these 
declines in propensity to buy may be 
offset by reduced competition for atten- 
tion as fringe advertisers fold up. But it 
is more important that in many indus- 
tries the price spread between advertised 
and unadvertised products widens in de- 
pression and puts a heavy selling job 
on the advertising dollar. 

A valuable indicator of the extent of 
these cyclical shifts may be the income 
elasticity of demand. 


Income Elasticity 


Income elasticity of demand for a 
product measures the extent to which 
its demand curve shifts in response to 
changes in buyers’ incomes. This aspect 
of demand has been studied quantita- 
tively by the Department of Commerce 
for a long list of products." The promo- 
tion problem is to find a relation between 


18 See Survey of Current Business, January, 1950. 


income elasticity and changes in the 
effectiveness of advertising. 

When depression strikes, consumers 
usually continue buying the items they 
buy most frequently and in small 
quantities, such as food and tobacco, and 
many get out of the market altogether 
for big purchases—cars, furniture, trips 
—and the occasional luxuries. For the 
“convenience goods” and necessities, 
consumers apparently shift patronage 
more responsively to price differentials, 
but at least they stay in the market. 
When incomes rise and expectations of 
unemployment and of better bargains 
recede, however, consumers reenter the 
durable goods market and tend to make 
consumption more conspicuous. 

This leads to the hypothesis that for 
products that have low income-elastic- 
ity, i.e., necessities and convenience 
goods, the marginal effectiveness of ad- 
vertising changes much less than for the 
durables and luxuries. If this is true, it 
provides an important guide to cyclical 
advertising policy, since income elastic- 
ity can be measured fairly accurately 
for many products. However, much re- 
mains to be learned about this relation 
before it can be advanced as an estab- 
lished criterion for advertising policy. 


Changes in Profit Margins 


Ideally, advertising outlay should be 
expanded to the level where the last 
advertising dollar spent brings in a dol- 
lar of incremental gross profit; i.e., sales 
revenue minus marginal production costs. 
Cyclical swings in competitive intensity 
usually lower the incremental profit 
spread in depression and raise it in pros- 
perity, e.g., through varying amounts of 
price discrimination, and thus leave less 
room for advertising in bad times than 


in good.” 


18 There are, of course, numerous exceptions. Extreme 
rigidity of actual (as opposed to nominal) prices, ac- 
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Improvement of Products 


The introduction of new products or 
dramatic improvement of old ones dur- 
ing a period of low demand can increase 
the effectiveness of depression advertis- 
ing. After examining several hundred 
Harvard Business School cases, Borden 
concluded that ‘“‘as a general rule mere 
increases in advertising expenditure does 
not by itself produce profitable results 
...in order to be effective and profit- 
able (they) must be accompanied by 
merchandising efforts which bring about 
the offering of particularly desirable 
products at attractive prices.”* The ex- 
perience of Philco bears out this general- 
ization. 


Perishability of Advertising Impact 


The factors so far considered concern 
the short-run shifts of the “static” ad- 
vertising cost curve. Turning to the time 
aspects of advertising, we have three 
types of problems: timing of advertising 
relative to sales, long-term irreversible 
trends in the market, and longest-run 
advertising objectives. 

Cyclical timing of advertising must be 
related to the durability of advertising 
impressions in buyers’ minds and to the 
time lag between exposure and purchase. 
For example, a product with a high turn- 


companied by the usual cyclical fluctuations in cost 
prices and labor efficiency would make incremental 
profits higher in depression than in prosperity. Here, as 
in the other cases, we presume that incremental produc- 
tion costs are approximately constant over the actual 
range of output. However, in depression, the effective- 
ness of advertising may sometimes be maintained to 
some extent by dramatic price cuts and product im- 
provements which make good advertising copy, or by 
drops in advertising costs and by new developments in 
production techniques. 

4 N. H. Borden, The Economic Effects of Advertising 
(Chicago: Richard E. Irwin, 1944). 

See S. M. Ramdell, “How Philco Doubled Sales 
During the Depression,” Printers Ink, October 22, 
1931, p. 17. 


over of customers, i.e., teen-agers, grad- 
uating classes, or brides, warrants con- 
siderable cyclical stability of advertising 
because the impact is not very storable. 
A product bought frequently and in 
small purchase-units, like cigarettes or 
candy—‘‘impulse items”—also leaves 
little latitude in cyclical timing, but 
here it is because of the brief time-lag 
and advertising response. But when re- 
turns from advertising are spread over 
several months—which is typical for 
large and dramatic purchase items such 
as automobiles or trips to Europe—the 
seller has greater flexibility in timing 
than for small convenience items. The 
long gestation period can be used to time 
attacks at strategic turning points in the 
cycle, where they face less competition 
or are most feasible financially. Thus ad- 
vertising Cadillacs at the beginning of re- 
covery upturns will plant seeds which 
can be harvested in prosperity. Another 
timing advantage is that the noise level 
of competitive advertising is lower in de- 
pression. But this tactic requires knowl- 
edge of the durability of impacts, length 
of cycles, and cost of reentry into the 
market if sales efforts are dropped during 
slump periods. Such a scheme calls for 
more foresight or faith than most people 
have. 


Promotional Elasticity of Market 


The sixth time factor is the rate of 
long-term growth of the total market 
and the extent to which advertising can 
increase the rate. This is the promotional 
elasticity of the market. Refrigerators, 
vacuum cleaners, gasoline, and elec- 
tricity all had vigorous underlying growth 
trends during the early ’30s, which gave 
strong boosts to the effectiveness of ad- 
vertising in spite of general depression. 
This secular boost to promotional elastic- 
ity justifies less cyclical or even contra- 
cylical advertising outlays. 
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Proportion of Investment-Type Advertis- 
ing 

Some advertising is directed at creat- 
ing long-term good-will rather than at 
producing immediate sales. The propor- 
tion of the total outlay allotted to this 
investment-type advertising differs 
among products and companies and 
affects the appropriate cyclical policy. 
Normally, the firm has wide time lati- 
tude—in terms of months and even 
years—in this type of advertising. In- 
vestment-type advertising can be made 
to vary with gross profits in order to 
dampen fluctuations in reported earn- 
ings. 

It has been argued that corporate in- 
come taxes, as a practical matter, force 
this kind of pattern of variation. This 
argument is correct only: (1) if the ad- 
vertising outlays would not otherwise 
be deductible—e.g., if carryback pro- 
visions are inadequate; (2) if corporate 
income taxes are progressive—e.g., war- 
time excess profits taxes; or (3) if 
changes in corporate income tax rates 
can be forecasted (as they could with 
reasonable certainty toward the close of 
the war). Probably these conditions will 
again be fulfilled. Timing advertising 
solely to minimize income taxes would 
lead to extreme cyclical fluctuations of 
advertising. On the other hand, the time 
latitude can be used to make investment 
advertising constant, or even contra-cy- 
clical. Indeed, inuch can be said for main- 
taining a minimum level below which the 
firm will not go in depression. Such a level 
can be justified, first, by the notion that 
good-will evaporates and is eroded by 
competitors’ activities and, second, by 
the possibility that it would cost more 
to regain a favorable sales or brand- 
preference position lost as a result of low 
advertising in depression than it would 


to retain it by continuing at a minimum 
level in depression."® 

Another justification for a minimum 
outlay in depression is that costs per 
unit of impact, e.g., to get one reader to 
recall seeing a particular advertisement, 
are lower because of lower space rates 
and less competition for attention. 

Thus, how the time latitude of invest- 
ment-type advertising should be used 
cyclically involves a balancing of these 
benefits of a minimum maintenance level 
against the easier availability of funds 
and the stabilization of reported profits 
that favor extreme cyclical fluctuations. 


SUMMARY 


To summarize, the practical problem 
of most firms is to determine the degree 
of cyclical fluctuation that should be 
permitted in advertising. Measurement 
of advertising effects provides an im- 
portant benchmark for approaching this 
problem, but econometric estimates must 
be supplemented by sophisticated judg- 
ment on the nature of the product. 
Product characteristics that favor ex- 
treme cyclical fluctuations are: large 
shifts in the marginal efficiency of ad- 
vertising; high income elasticity of de- 
mand; sharp constriction of margin over 
production cost and intensified price 
competition in depression; the absence 
of dramatic product improvement in 
depression; a low proportion of invest- 
ment-type advertising and a short re- 
sponse lag; and the lack of strong growth 
in the potential market. Converse condi- 
tions favor cyclical stability in the ad- 
vertising appropriation. 


% See “Why Advertising Should Be Continuous,” 
Printers Ink, April 28, 1938, p. 12. Executives of eleven 
large corporations that advertised heavily and success- 
fully during depression give their reasons for such a 
policy. 
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HE closest approach to a summary 
and critique of depth’ questioning 
has been provided by a subcommittee of 
the American Marketing Association’s 
Committee on Marketing Research Tech- 
niques.? This committee came to the 
conclusion that it is impossible, for 
; various reasons, to evaluate the proce- 
a dure of the depth methods. With this 
conclusion the present writers cannot 
agree. It seems entirely possible to clas- 
sify and evaluate depth methods® as 
they exist today. 
Depth questioning may be defined as 
a method of questioning the purpose of 
which is to avoid superficial answers and 
probe beneath the surface to determine 
the actions or thoughts of a person, and 
the reasons for these; this may or may 
not require a complete or partial list of 
questions. 


% | Armed with this definition, it seems 


* This paper is largely abstracted and modified from 
a thesis written by L. M. Paradise and sponsored by 
A. B. Blankenship in partial fulfillment of the degree of 
Master of Business Administration at Temple Univer- 

sity. The thesis, “An Evaluation of Interviewing Tech- 

niques,” is on file at Sullivan Memorial Library, Temple 
University. 
1 It may be indicative that the term “depth” applied 

7 to questioning appears to be taken directly from 

- Freudian psychology, sometimes known as “depth 

a psychology,” as reported in R. S. Woodworth, Con- 
pe temporary Schools of Psychology (New York: Ronald, 
Cas. 1931), p. 126. The term “depth” has been used by the 
psychologists to show their interest in what lies in the 
“unconscious depths” of the individual’s life. 

2J. L. Woodward, et a/., “Depth Interviewing,” 
JOURNAL OF MARKETING, April, 1950, v. 14, 721-724. 

3 These depth methods may be termed variously as 
conversational interviewing, intensive interviewing, 
qualitative interviewing, detailed interviewing, informal 
interviewing, and non-directive interviewing. 
term seems to emphasize somewhat different purposes 
of the technique. However, all terms appear to be 
covered by the three types of depth method outlined in 
the present paper. 


DEPTH QUESTIONING 


L. M. PARADISE anp A. B. BLANKENSHIP* 
Temple University 


entirely possible to categorize three 
varying types of depth questioning ac- 
cording to differing emphases on tech- 
nique. There is the depth questionnaire, 
the structured depth interview, and the 
unstructured depth interview. As a 
starting point a difference must be 
drawn between the questionnaire and 
the interview. The questionnaire implies 
a standardized list of questions, used 
by the investigator during the course 
of questioning, to phrase his questions 
precisely according to the words and 
order indicated. The interview, on the 
other hand, is a method of questioning 
in which the investigator is allowed con- 
siderable freedom in respect to how he 
decides to phrase and arrange his ques- 
tioning to obtain the best possible results. 
This paper will discuss the three meth- 
ods of depth questioning in some detail. 
It will consider, separately for each 
method, certain introductory material, 
and will then review the critical points 
of procedure associated with each one. 
The final section of the paper will at- 
tempt to evaluate the three methods. 


THE DEPTH QUESTIONNAIRE 
Introduction 


In order for the reader to obtain an 
understanding of what the writers term 
the depth questionnaire, it will first be 
necessary to review a definition of the 
method, a brief description of its his- 
torical background, and its chief ap- 
plications. 

Definition. The depth questionnaire is 
a specialized form of the usual short- 
answer questionnaire. It differs from the 
usual formal questionnaire in its em- 


274 


: 
; 
2 
| 
4 
| 


oOo 


THE JOURNAL OF MARKETING 


275 


phasis upon probing, open-end types of 
questions to cover in depth the particu- 
lar subjects of the investigation.‘ In place 
of a limited number of short-answer 
questions on a topic, the depth question- 
naire uses many individually probing 
questions in a series to cover a particular 
issue. But all questions are “spelled out” 
for the investigator, who is allowed no 
leeway from the formalized and pre- 
listed questions. 

Background. One of the earliest forms 
of the depth questionnaire is found in 
the case of the individually-administered 
psychological test. Sir Francis Galton, 
British experimentalist, was one of the 
first to utilize an approach similar to 
that of the mental test. About the mid- 
dle of the eighteenth century he used a 
standard procedure of questioning to 
determine the degree of imagery pos- 
sessed by a number of subjects. The time 
it took for a person to make two asso- 
ciations from each of a list of words was 
recorded. 

The depth questionnaire was further 
used in work done abroad and in America 
with the Binet test of intelligence. By 
1916 the famous American psychologist, 
Lewis M. Terman, had developed an 
American adaptation of the Binet test 
which specified a set list of questions 
and problems to administer in depth to 
individuals being tested.® 

Another major development in the 
depth questionnaire was the attitude 
scale. This is a device containing a num- 
ber of statements all bearing upon the 
same general issue, where the respondent 
states his degree of feeling, usually in 


*P. F. Lazarsfeld, “Evaluating the Effectiveness of 
Advertising, ”Fournal of Consulting Psychology, 1941, v. 
5, 173. 

5 Gardner Murphy, Historical Introduction to Modern 
Psychology (New York: Harcourt Brace, 1930), p. 82. 

* E. G. Boring, 4 History of Experimental Psychology 
(New York: Century, 1929), p. 544. 


check-list form, about each one. The 
contributions of L. L. Thurstone, Uni- 
versity of Chicago psychologist, have 
been so great that it is no wonder that 
such scales have been termed generically 
“Thurstone Scales.’”? 

Modern application of the depth 
questionnaire to marketing research is 
primarily the contribution of the Likert 
school. While Rensis Likert was with the 
Department of Agriculture he developed 
this procedure in marketing research 
among farmers. During his later affilia- 
tion with the University of Michigan, his 
Survey Research Center has further re- 
fined and applied the technique. 

It adds to comprehension of the Likert 
method if its development is considered.*® 
In the early 1930’s the American farmer 
was in a critical plight. Legislation de- 
signed to alleviate his condition meant 
the expansion of many Department of 
Agriculture activities. Mistakes were 
made. On occasion, failure to consider 
the farmer’s opinion was disastrous. 

In the early stages the investigators 
mainly used a topical outline for ques- 
tioning, with few predetermined ques- 
tions to be asked. Refinements followed 
until the most satisfactory method was 
uncovered—that in which all questions 
were pre-set and an entire series of re- 
lated and dependent questions was asked 
about the major phases of each topic. 
The list of pre-set questions was pro- 
vided in depth, so that thorough and 
deep-rooted feelings could be uncovered. 

Applications. Brown® has outlined 
three types of surveys according to their 
subject-matter: factual surveys, opinion 


7 George Lund’serg, Social Research (New York: 
Longmans, Green 1942), p. 235. 

8 This history of Likert’s development of the depth 
questionnaire has been abbreviated from H. E. Shott, 
“Attitude Research in the Departmentof Agriculture,” 
Public Opinion Quarterly, 1943, V. 7, PP. 280-292. 

®Lyndon Brown, Marketing and Distribution Re- 
search (New York: Ronald, 1949), p. 296. 
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surveys, and interpretative surveys. In 
the factual survey the respondent merely 
reports what he has done, or the expe- 
rience he has had. In the opinion survey 
he indicates his beliefs or convictions.’ 
In the interpretative survey the purpose 
is to determine why a person behaves as 
he does. 

The depth questionnaire is clearly 
most applicable to this latter form of 
study. The purpose of the depth ques- 
tionnaire is to probe below the surface 
to avoid superficial responses. Since the 
usual respondent can readily report how 
many newspapers he looked at during 
the past week, and whether or not he 
enjoyed the experience, the depth ques- 
tionnaire is not needed for these. It is 
in the case of interpretative studies— 
finding out why the person acts or feels 
as he does—that the depth question- 
naire is of particular use. 


Procedure 


Consideration of the procedure of the 
depth questionnaire (and later, the pro- 
cedure of the other two depth question- 
ing methods) will cover the basic ele- 
ments of study design, the sample, the 
investigator, the questioning process, 
the replies, and the summary of results. 

Study design. In the depth question- 
naire study, there is the distinct possi- 
bility that the designers of the study 
may intentionally or unintentionally in- 
troduce bias. This may be in the form 
of choice of subject coverage, or in the 
phrasing or sequence of questions. Know]- 
edge of the latter is so commonplace in 
marketing research that it need not be 
reviewed here. Principles of question- 
naire construction and bias have been 
discussed elsewhere.” 


10 Kimball Young, “Comments on the Nature of 

‘Public’ and ‘Public Opinion’,” International Fournal 

of Opinion and Attitude Research, 1948, v. 2, p. 387. 
B. Blankenship, ef ai., “Questionnaire Prepara- 


Sampling bias may result from poor 
selection of sampling method,” from 
investigator failure to obtain a sufficient 
level of cooperation,™ or from investi- 
gator failure to estimate the status of the 
individual,“ or the interviewing of an 
incorrect sample of people."* Any of these 
must be blamed on the study designer 
rather than the investigator. 

The investigator. The several facets of 
the investigator that require review in 
this paper are his characteristics, train- 
ing, and supervision. 

It has been pointed out that the depth 
questionnaire is little more than a spe- 
cialized variety of the formal question- 
naire. It may therefore be assumed that 
the depth investigator requires traits 
similar to those of the usual investigator 
using the formal questionnaire. Of course 
these traits must go farther, and must 
include additional elements. In this con- 
nection we may take the word of one of 
Likert’s disciples.* In addition to being 
exceptionally able to secure protracted 
cooperation, the depth questionnaire 
worker should probably be a college 
graduate with professional training in 
psychology, sociology, and economics. 

Because of the stringent require- 
ments for the depth questionnaire in- 
vestigator, he tends to be a full-time 


tion and Interview Technique,” JouRNAL OF MARKETING, 
1949, V- 14, PP. 399-433. 

2 T. H. Brown, et al., “Design, Size and Validation of 
Sample for Market Research,” JouRNAL OF MARKETING, 
1946, v. 10, pp. 221-234. 

48H. H. Herman, and S. E. Paterson, “Refusal Rates 
and Interviewer Quality,” International Fournal of 
Opinion and Attitude Research, 1949, V. 3, P- 397- 

4 Such judgments may provide incorrect estimates 
of the economic status of the respondent, his age, or his 
degree of cooperation with the investigator. See, for in- 
stance, the study, A. B. Blankenship, “A Source of In- 
terviewer Bias,” International Fournal of Opinion and 
Attitude Research, 1949, V. 3, Pp. 95-98. 

% Herman and Patterson, op. cit., p. 397. 

16 Shott, op. cit., p. 290. E. T. Hall, “The Freudian 
Error as an Aid in Determining Attitudes,” International 
Fournal of Opinion and Attitude Research, 1949, V. 3, 
p. 115. 
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member of a research organization.!” He 
must have familiarity with question- 
naire design, statistical interpretation, 
and report writing, and must possess 
complete insight into what is expected 
in his write-ups. It is clear from this dis- 
cussion that the quality of investigator 
required for the depth questionnaire is 
considerably above the level of the run- 
of-the-mill worker. 

The investigators need considerably 
more instruction for the depth question- 
naire than for the usual formalized 
questionnaire. Since the study by Guest?® 
showed that investigator errors are 
marked even on a simple questionnaire, 
it is clear that general training must be 
considerably more detailed with the 
depth questionnaire. Additionally, a 
considerable amount of training and at- 
tention must be devoted to the particu- 
lar project. 

In addition, a high degree of super- 
vision is required. The supervisor cer- 
tainly must be present for the first few 
interviews. Since there are so many po- 
tential sources of investigator bias with 
this approach—as will be shown—it is 
also highly desirable that the investi- 
gators’ work be checked daily, and re- 
viewed with them. 

Because of the high level of the usual 
depth questioner, the problem of investi- 
gator bias in the form of cheating seems 
highly unlikely. Yet its possibility should 
not be dismissed without further thought. 
Methods of minimizing linvestigator 
cheating have been discussed elsewhere,!* 
and probably should be applied here. 


17 Shott, op. cit., p. 290. 

18 Lester Guest, “A Study of Interviewer Competence,” 
International Fournal of Opinion and Attitude Research, 
1947, V. 1, P. 7. 

Crespi, “The Cheater Problem in Polling,” 
Public Opinion Quarterly, 1945, p. 431. W. P. Reed, and 
J. H. Platten, “Survey on Problems on Interviewer 
Cheating,” International Journal of Opinion and Atti- 
tude Research, 1947, V. 1, P. 103. 


The questioning process. The question- 
ing process with the depth questionnaire 
is a highly complex affair—far more so 
than in the case of the simple formal 
questionnaire. This complexity makes it 
subject to additional errors in the ques- 
tioning process—errors which it is highly 
important that the depth questioner 
keep to a minimum. 

The questions must be asked pre- 
cisely as they appear on the question- 
naire form. The phrasing must be as on 
that form, and the questions must be 
asked in the order in which they are 
stated on the form. Previous studies of 
question phrasing have made clear that 
major modifications in results can some- 
times occur due to apparently minor 
modifications in the investigator’s man- 
ner of questioning. 

Perhaps the first area of procedure in 
questioning which is far more difficult 
in the case of the depth questionnaire 
than with the standard short-answer 
questionnaire is the matter of rapport 
between questioner and respondent. The 
questioning process is a far longer one, 
and it is clearly more difficult to get the 
respondent to maintain a high interest 
level. 

In a long questionnaire the possibili- 
ties of recording error are multiplied. 
Thus, the findings of Guest®® are of 
particular pertinence. 

The replies. Immediate consideration 
of the value of the reply must be pro- 
vided by the investigator. It is up to the 
interviewer, on the spot, to determine 
whether the reply is meaningful, or 
whether this answer is one of those 
which has insufficient content. The old 
example of the question, “Why did you 
buy this product at store X?” may be 
reviewed in this connection. The re- 
spondent who reports “convenience” 


2 Guest, op. cit. 
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has not truly answered the question. For 
the term “‘convenience” may, on further 
probing, mean a host of other things. It 
may mean that the store was open at the 
hour that the purchaser decided to buy. 
It may mean that the store is within 
immediate walking distance of the dwell- 
ing. It may mean that the store was the 
closest one handling the particular 
brand. It may mean that the store was 
the only one offering credit to the par- 
ticular purchaser. 

Part of the over-all problem of the in- 
vestigator in considering adequacy of 
the reply is to decide immediately, ac- 
cording to the response, whether the re- 
spondent has clearly grasped the ques- 
tion. The foreign-born resident who 
reported “‘Calox” as his preferred cereal 
brand understood the question, but was 
unable to make his own thoughts com- 
pletely understood because of his accent. 
As will be shown at a later point, some 
proponents of the depth questionnaire 
argue that this procedure provides 
greater assurance that the questions will 
be understood. 

Of course another aspect of the replies 
concerns the completeness with which 
the investigator is able to record the 
responses. While his problem here is far 
greater than in the case of the simple 
questionnaire, with its categories of re- 
ply all prepared for checking, the mere 
recording of comments seems to be sim- 
pler than the recording problems of the 
later forms of the depth method that will 
be considered. 

Summary of results. It is far more dif- 
ficult to code and summarize the replies 
provided to the depth questionnaire than 
to those received in the formal question- 
naire. There is a magnitude of narrative 
material to be read and analyzed by a 
coder.” For a thorough job of coding of 


R. S, Crutchfield, “Coding, Validity and Reliabil- 
ity,” Proceedings, Second International Conference on 


each element, it is necessary that the 
coder read through the entire report, so 
as to be sure of obtaining a full statement 
of the reaction on the element, and any 
modifying comments surrounding this 
reaction. 

The problems faced in the coding of 
such interviews would suggest that inde- 
pendent coders of the same material 
could not well agree on their assignments 
of codes. This assumption is false; 
Crutchfield” reports that most agree- 
ments top the 85 per cent level. How- 
ever, this level of reliability is obtainable 
only through thorough training of the 
coders; this process is likely to be far 
more expensive than with the usual 
short-answer questionnaire. 


Tue StrructurepD Deptu INTERVIEW 
Introduction 


The structured depth interview is the 
second of the three methods of depth 
questioning to be considered. The inter- 
view, it has been pointed out, may be de- 
fined as a method of questioning in 
which the investigator is allowed consid- 
erable freedom in how he decides to 
phrase and arrange his questioning in 
order to obtain the best possible results. 

Definition. The structured depth inter- 
view is a questioning process dependent 
upon a partial list of questions or subject 
matter. The investigator uses these 
merely as a beginning point, and at- 
tempts to probe beneath the surface 
answers with follow-up questions of his 
own phrasing in order to uncover actions, 
thoughts, or reasons for these. 

The structured depth interview may 
take either one of two forms. It may be 
composed either of a series of related 
open-end questions, or it may consist of 
a series of specific topics to be discussed, 
Public Opinion Research, Chicago: National Opinion 


Research Center, 1948, pp. 98-99. 
2 Tbid., p. 91. 
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usually in some predetermined order. 
Background. Use of this questioning 
method originated far back in history. 
In the Socratic method of teaching the 
instructor employs many leading ques- 
tions in order to help the student unfold 
the idea which the instructor wishes to 
emphasize. The nature and order of 
questions in the Socratic method is at 
least in rough form in the mind of the 
questioner before the questioning process 
begins. 

While the structured interview method 
may have been used during the next 
fifteen hundred years, the next record of 
its use appears to occur towards the end 
of the nineteenth century. At that time 
the German psychologist, Wundt, began 
the school of introspection.” The subject 
was asked to describe his experiences 
systematically and methodically until a 
relatively complete picture was ob- 
tained. This was followed by specific 
questions designed to elicit information 
on specific points. It is because of these 
specific questions that this method seems 
an illustration of the structured depth 
interview. 

One of the early applications of struc- 
tured depth interviewing in America 
was a Chicago study designed to uncover 
the attitudes and motives which led to 
the race riot of 1919. Five years later a 
similar method was applied to study 
race relations along the West Coast. 

By 1930 structured depth interview- 
ing was being applied to marketing in- 
vestigation. At first it was used pre- 
dominantly to help define the problem 
and develop the questionnaire. Various 
writers have discussed its usefulness in 
the various phases of this work. More 


S.C. Flugal, 4 Hundred Years of Psychology (New 
York: Macmillan, 1935), p. 233. 

* Young, op. cit., p. 34. 

* P, F, Lazarsfeld, “Evaluating the Effectiveness of 
Advertising,” Fournal of Consulting Psychology, 1941, 


recently the structured depth interview 
has been used as a technique in its own 
right in marketing investigation, with 
complete studies dependent upon this 
method of questioning. It is for this 
reason that structured depth interview- 
ing is considered in the present paper. 

Application. At an earlier point in this 
paper it was indicated that the subject- 
matter of surveys may be factual, opin- 
ion, or interpretative. As with the depth 
questionnaire, the structured depth in- 
terview is most useful in the interpreta- 
tive survey, where it may be used to un- 
cover hidden motivations. However, it is 
also distinctly useful for both factual and 
opinion surveys. 

Yoell, for instance, speaks of the 
“camera action” technique. This refers 
to a series of related questions asked to 
bring out in full the respondent’s reac- 
tions on any particular point. Lazars- 
feld’s method”’ of interviewing ‘along 
the time line” appears to be a special 
case of the same general point. Applied 
to the structured depth interviewing it 
would mean that the investigator would 
not attempt to uncover a memory 
merely by asking a direct question. If 
one wishes to find out what the subject 
did yesterday at 8.00 p.m., the first 
question might be about the time he left 
his office, for he is sure to remember 
that. The subject can then be asked 
what he did next, what following that, 
etc., until the 8.00 p.m. hour has been 


v. 5, p. 173; A. B. Blankenship, “The ‘Sample’ Study in 
Opinion Research,” Sociometry, 1940, Vv. 3, P. 271. In the 
present paper, however, the applications of the struc- 
tured depth interview to developmental work will not 
be considered. This paper is intended to evaluate the 
usefulness of each of the depth methods as techniques 
in an over-all way. 

% William Yoell, “Technique of Depth Interviewing,” 
Printers’ Ink, 1947, V. 218, p. 33- 

27 American Marketing Association, Technique of 
Marketing Research (New York: McGraw-Hill, 1937), 
Chapter 3. 
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reached. The recollections are aided by a 
process of direct questioning. 


Procedure 


Discussion of the procedure of the 
structured depth interview will cover 
the basic elements of study design, the 
sample, the investigator, the questioning 
process, the replies, and the summary of 
results. 

Study design. Bias in the design of the 
study may occur with the structured 
depth interview to fully as great a de- 
gree as with any other questioning 
methods. However, this bias is not re- 
flected in the construction of questions, 
since if these appear at all, they are held 
to a minimum. 

Bias in the selection of subject matter 
to be outlined for use in the structured 
interview at first appears a serious prob- 
lem. In practice it is not so serious. Let 
it be granted that the study designer 
may intentionally or unintentionally 
provide an outline that is biased in its 
coverage or emphasis. With a well- 
trained structured depth interviewer, a 
well-rounded and comprehensive picture 
of subjects’ reactions will still be se- 
cured. 

The sample. For some strange reasons 
those who use the structured (or un- 
structured) depth interview seem to feel 
that a large and soundly constructed 
cross section of respondents is unneces- 
sary. Britt says:?8 


. .. It is possible to interview as few as 50 
people with the right questions, and to come 
up with ... useful answers.” 


The argument appears to run that only 
an over-all impression is desired at any 
rate.2® The writers fail to see how such 


* S. H. Britt, “The Strategy of Consumer Motiva- 
tion,” JOURNAL OF MARKETING, 1950, Vv. 14, pp. 671 ff. 
While the quotation is out of context, it is indicative of 
the thinking of the depth interviewing exponents. 

® Yoell, op. cit., p. 33. 


arguments provide any basis for reliance 
upon generalizations dependent on such 
methods of sampling. 

The investigator. The investigator cap- 
able of undertaking a structured depth 
interview requires considerable training 
beyond the scope of that needed to handle 
the depth questionnaire. He has need 
for far greater skill in his handling of the 
questioning procedure; to handle this 
adequately it appears that he should 
have had graduate training, preferably 
in clinical and social psychology.*® It 
also seems even more necessary for this 
type of investigator—compared with the 
depth questioner—to be a full-time 
member of the research staff. 

Certainly, the degree of training for 
this kind of interviewing must be at a 
considerably higher level, since the level 
of skill and understanding of the worker 
is such an important part of the study. 
The time that is saved on not developing 
the questionnaire must assuredly be ap- 
plied to investigator training. 

Supervision is distinctly required, at 
least during the training of the inter- 
viewer. This supervision must be at a 
high level, to make sure that the worker 
is sufficiently trained to work independ- 
ently at a task requiring a considerable 
degree of skill. During the daily work of 
a trained investigator it is usually im- 
possible to have a supervisor present, 
since he may interfere with maintenance 
of the high rapport so necessary between 
subject and interviewer in this kind of 
questioning. 

The possibility of cheating seems even 
more remote with the structured depth 
interview than with the depth ques- 
tionnaire. It would be far too dificult 
for even the trained investigator to 
fabricate a structured depth interview 


9 Britt, op. cit., p. 672. 
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that would pass muster of the trained 
analyst. There are far too many points 
at which to slip up in deep inconsisten- 
cies of replies. 

The questioning process. Questioning in 
the structured depth interview is more 
complex than it is in the case of the depth 
questionnaire. It must be remembered 
that the questioner here has full power 
on how he will phrase the questions, 
what questions he will ask, and the order 
in which they will be asked. 

In the eyes of the writers, this power 
laid at the investigator level is frighten- 
ing. Both have seen doctors of philosophy 
with so many prejudices that an un- 
biased interview simply could not be 
held. Yet it must at once be conceded 
that it is impossible for the study de- 
signer, in any questionnaire, to foresee 


all of the questions necessary to elicit 


full and complete responses to any given 
issue from all persons questioned. How- 
ever, the dangers of incomplete question- 
ing, too complete questioning, or biased 
questioning surely are far greater in the 
case of the structured depth interview 
than with the depth questionnaire. 
Biased or not, there is at least a standard 
stimulus—in the form of the question- 
naire—whose results can readily be in- 
terpreted in the case of the depth ques- 
tionnaire. 

An early study by Rice shows clearly 
how dangerous investigator bias may 
be.*! Twelve skilled social investigators 
interviewed unemployed males in New 
York City. Part of the interview was 
designed to measure the subject’s own 
explanation of his situation. One in- 
vestigator was known to be an ardent 
Prohibitionist, another a socialist. The 
Prohibitionist reported that 34 per cent 
of the men charged their downfall to 


* Stuart Rice, “Contagious Bias in the Interview,” 
American Fournal of Sociology, 1929, V. 35, PP. 420-423. 


liquor, and only 12.5 per cent of them to 
industrial conditions. The socialist found 
that only 11 per cent of the men blamed 
their downfall on liquor, but 60 per cent 
reported that industrial conditions were 
the primary cause of their downfall. 
This result leaves little doubt that the 
beliefs and opinions of the investigator 
may color the results obtained with the 
structured depth interview. This is not 
the kind of interview that can be handled 
at the street corner.® It requires an inter- 
viewer extremely competent in obtain- 
ing and maintaining an unusually high 
level of rapport with the subject. The 
interview may require as long as two or 
three hours, and it must be accomplished 
with the respondent in a pleasant and 
relaxed session for the results to be of 
value.* 

The replies. In the structured depth 
interview there are several aspects of the 
replies that warrant serious considera- 
tion. The investigator must carefully 
weigh each response as it is given. One 
purpose is to insure that the respondent 
has fully understood the question. Each 
question must be interpreted properly. 
One aspect of this is interpretation in 
the proper frame of response. _ 

One example of a danger of this kind 
is found with the “tacit presupposition.” 
Lazarsfeld* has pointed out that in 
many questions respondents assume cer- 
tain limitations. School children were 
asked what they most desired in life. In- 
come, reputation, and other potentially- 
attainable goals were named. When 
great intelligence was suggested to them 
as a possibility, all replied in the affirma- 
tive. This had not been mentioned orig- 
inally by them because of their assump- 
tion that one was born with or without 


% Britt, op. cit., p. 672. 
33 American Marketing Association, op. cit. 
3% American Marketing Association, op. cit. 
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this, and thus it was not something to 
be desired as an attainable goal.® 

Another kind of varying interpreta- 
tion is provided by replies to the ques- 
tion, “What do you think of rent con- 
trol?” A landlord might well answer this 
in two different ways. From the stand- 
point of general social good he might be 
favorable towards rent control. From 
the standpoint of personal gain, his atti- 
tude would probably be negative. 

And people do interpret questions 
differently. Crutchfield® found wide dif- 
ferences in the way that different re- 
spondents interpreted a stated question. 
Moreover, he found that their interpre- 
tations influenced their replies, so that 
here is a possible source of great error 
in the structured depth interview 
method. However, it has been claimed 
by various researchers that use of the 
depth methods facilitate making sure 
that the respondent interprets the sub- 
jects in the right way.*” 

The investigator must also consider 
the reply carefully, as it is given, to 
make sure that it is really thought out, 
and not superficial. This is a matter de- 
pending largely, it would seem, upon his 
training in clinical and social psychology. 

Another responsibility of the investi- 
gator in connection with the replies is to 
make certain that his recording is as 
complete as possible. If he uses full hand- 
recording, he will miss some of the com- 
ments. If he can take shorthand, he may 
get all of the comments. If he makes 
abstracted notes, he will miss some of the 
vital colorful reactions so important for 

% Italics are the present authors’, and indicate 
the tacit presupposition made by the children in the 
example. 

% R.S. Crutchfield, and D. A. Gordon, “Variations in 
Respondents’ Interpretations of an Opinion-Poll Ques- 
tion,” International Fournal of Opinion and Attitude Re- 
search, 1947, V. 1, pp. I-12. 

37 Ibid. Also A. A. Campbell, “Polling, Open Inter- 


viewing, and the Problem of Interpretation,” Journal of 
Social Issues, 1946, v. 2, pp. 67-71. 


interpretative purposes. Use of a wire or 
tape recorder seems to be the solution. 
It should be obvious that only with a 
thorough record is it possible for the 
analyst to put meaning into the replies. 

Summary of results. With a truly com- 
prehensive record of the respondents’ 
comments it is difficult and expensive to 
quantify the replies. Rarely does the 
structured depth interview lend itself to 
simple categorization. The very intent 
of the interview is to uncover all modify- 
ing reactions. These modifiers may take 
form in may dimensions simultaneously, 
thus complicating the process of tabu- 
lation. 

Consider the case of a question about 
feeling on rent control. One variable of 
feeling will be the degree of feeling. An- 
other will be the direction of feeling. A 
third will be a description of the extent 
to which the respondent believes rent 
control should go. A fourth may be the 
relationship of the respondent as tenant 
or landlord to his reactions. These are 
only a few of the directions in which 
categorization may be necessary for 
complete analysis of results on a quanti- 
tative scale. It can be seen that the prob- 
lem of summarizing such data is very 
difficult. 

Actually, the whole philosophy of 
depth interviews seems to stress the im- 
portance of obtaining a series of case his- 
tories in depth, rather than a mass of 
superficial replies. According to this 
philosophy, analysis of the individual 
case is far more important than mere 
quantification. However, if this philos- 
ophy is carried to its logical conclusion, 
it is patently impossible to draw any pre- 
cise generalizations about public reaction 
from the study. 


Tue UnstructureD DeptH INTERVIEW 


Definition. In the unstructured depth 
interview, the investigator is provided 
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only with a broad topic upon which he 
is expected to probe. He may be pro- 
vided with a single lead-in question at 
most; usually he lacks even this. He 
is provided with no topical outline, no 
series of questions. 

It must be mentioned at once that the 
unstructured depth interview tends to 
take two major forms; the direct, and 
the theoretical.** The direct unstructured 
interview is one that probes and inter- 
prets directly, with interpretation of 
results not dependent upon any system 
of theory about behavior or thinking. 
The theoretical unstructured depth in- 
terview goes further. It attempts to 
probe in an indirect manner, to uncover 
concepts of which even the respondent is 
not aware. These concepts are not di- 
rectly obvious to a lay interpreter; sym- 
bolic replies show deeper meaning inter- 
preted in light of the basic theory held 
by the investigator. 

Background. The unstructured depth 
interview is a relatively recent develop- 
ment. It appears to have originated in clin- 
ical psychology.*® Possibly both the ori- 
gin and the zenith of the method lie with 
Freud.“ In the psychoanalytic approach 
the patient is instructed only to talk on 
as his thoughts occur. Freud emphasized 
the need for probing below the level of 
superficial reactions. Other psychoana- 
lysts—with somewhat different emphases 
upon the basic motive or motives—have 
also been instrumental in development of 
the unstructured depth interview not 
only as a diagnostic instrument, but also, 
in part, as a method of treatment." 

*8 The terms are those of the authors. 

% Clinical psychology refers to diagnosis of the sub- 
ject’s psychological situation. It emphasizes the collec- 
tion and interpretation of facts about an individual 
which aid in diagnosis and treatment of his case. 

* Murphy, op. cit., p. 387. 

“| The whole idea of the subject’s “speaking out” his 
thoughts, conscious and unconscious, is supposed to re- 


lieve the pressure of repressions that he has built up 
during his years of existence. 


Along somewhat less involved lines, 
Titchener, the early Cornellian psycholo- 
gist, also made use of the unstructured 
depth interview in his own fashion. In 
the early days of the twentieth century, 
Titchener used the introspective method 
of the Wundtian school with one major 
exception: after the subject had finished 
his own explanation of his experience or 
feelings, there were no prompting ques- 
tions used for further probing.” 

In straight psychological research, the 
unstructured depth interview has been 
developed further by several foreign 
psychologists. Possibly Rorschach is 
most important of these, with the well- 
known ink-blot test. In this test, blots 
are shown, for the subject to describe 
what they mean to him. From the re- 
sponses, an interpretation of his per- 
sonality is made. 

This is projection psychology. “Bas- 
ically, a projective test involves pre- 
senting the subject with an ambiguous 
stimulus ... and asking him to make 
sense of it. The theory is that in order 
to make it make sense he will have to 
add to it—to fill out the picture—and 
in so doing, projects part of himself into 
it.”’48 The theory runs on to assume that 
this projection of the individual’s per- 
sonality reveals facts about him that he 
could or would not consciously admit. 

The unstructured depth interview has 
been used in marketing studies by Ernest 
Dichter, Viennese-trained psychologist.“ 
Dichter not only uses the unstructured 
method of questioning, but obviously 
depends upon psychoanalytic methods 
of interpretation.“ 


4 Flugel, op. cit., p. 232. 

4 Mason Haire, “Projective Techniques in Marketing 
Research.” JouRNAL OF MARKETING, 1950, V. 14, Pp. 
649-656. 

“ Ernest Dichter. “Psychology in Market Research,” 
Harvard Business Review, 1947, V. 25, PP. 432-443. 

4 This statement will be verified at a later point. 
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Applications. Although the unstruc- 
tured depth interview has been used in 
an exploratory way, that is not the type 
of application that will be considered 
here. Instead, the emphasis will be 
upon the unstructured depth interview 
as a method in its own right. 

Thus far, the unstructured depth 
interview has been used primarily to 
uncover deep-rooted motivations and 
attitudes. Dichter uses it to bring out 
thoughts which even the respondent 
does not realize exist.‘” 

Several examples may make the ap- 
plication clearer. 


On a study made for an automobile manu- 
facturer it was apparent that three quarters 
of car owners purchased the same make of 
automobile as the make formerly owned; the 
real reason for repeat purchase is an uncon- 
scious fear of automobiles. This takes the 
form of either fear of an unfamiliar make, or 
fear of disloyalty to the old car which had 
demonstrated its safety. 

A study concerning an instant coffee, 
when made through projective techniques, 
showed that the average housewife asso- 
ciated this product with laziness, thriftless- 
ness, carelessness in planning, and poor per- 
formance of the role of wife. It would appear 
that purchase and use of a regular coffee im- 
plies a “home-made” tradition and associa- 
tion, and a real family role.** 

A study for a manufacturer of chewing 
gum showed that people chew gum because 
of their unconscious desire to blow bubbles 
or a feeling of aggressiveness leading them 
to a desire to get their teeth into things.*® 


4 See footnote 20. 

47 Britt, op. cit., states the case this way: “... the 
words people utter do not necessarily represent truth” 
(p. 671). He goes on to explain that this may not be mis- 
representation, since “ ... many of our daily acts are 
based on features of which we are not consciously 
aware” (p. 672). 

48 This example is from Haire, op. cit., and is de- 
pendent upon projective techniques. 

49 Obviously from Dichter. While this paper is not 
designed to evaluate psychoanalytic interpretation, the 
writers find it difficult to refrain from pointing out their 
skepticism of such an interpretation. 


Simpler kinds of unstructured depth 
interviewing have been used—with simi- 
lar probing techniques, without the 
symbolic interpretations given by the 
psycholanalytic researchers. Thus, a 
subject is asked to indicate, with the 
unstructured depth approach, what a 
particular advertisement or illustration 
means to him. 


Procedure 


The discussion of the procedure fol- 
lowed in the unstructured depth inter- 
view will consider the study design, the 
sample, the investigator, the questioning 
process, the replies, and the summary of 
results.°° 

Study design. In selection of the sub- 
ject matter there is little opportunity for 
the study designer using this method to 
bias the content. Only a broad area of 
inquiry is selected; everything else is the 
responsibility of the investigator. Nor 
can there be any bias in the nature of 
the question-phrasing or sequence de- 
signed by the director of the study— 
there just is not such a form! 

The sample. As with the structured 
depth interview, the disciples of the 
unstructured method of depth inter- 
viewing seem to place more reliance upon 
the individual case than upon a statis- 
tically large and reliable sample. 

The investigator. In addition to the 
characteristics and training required for 
structured depth interviewing, it would 
appear obvious that the interviewer in 
this method would necessarily have to 
be trained in clinical methods of psy- 
chological or social investigation. If the 
depth procedure is of the psychoanalytic 
variety, then the investigator seems to 

50 Many of the procedural points discussed in struc- 
tured depth interviewing also apply to unstructured 
depth interviewing. These will not be repeated in this 


section, where the emphasis will be upon the differ- 
ences, 
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require at least two years of intensive 
study and supervised work before doing 
any work independently. 

The selection and training of investi- 
gators for such studies is difficult and 
expensive. The difficulty and expense 
appears to increase when the psycho- 
analytic approach is used. In this latter 
case, the writers seriously doubt that any 
quality is added to the field work or 
results. 

The questioning process. Before the 
investigation can begin, the unstruc- 
tured depth interviewer must have a 
thorough grasp of the problem and the 
entire research project. 

The problem of securing rapport in the 
unstructured depth interview is greatest 
of any of the depth procedures. This 
rapport must be obtained before any 
hope of significant replies can be held. 
Rapport must be maintained at an 
exceptionally high level since the re- 
spondent must do virtually all of the 
talking. The interview must be carried 
on until the investigator has exhausted 
all possibility of obtaining additional 
information. 

For many types of unstructured depth 
interviewing, privacy may be essential. 
This is sometimes obtained by inter- 
viewing in the offices of the researcher. 
Such a setting creates two problems: 
(1) Not all subjects will be willing to 
come to the office, thus creating sampling 
bias; (2) The office may act as an in- 
hibitor through the presence of formal 
and strange surroundings. 

In the projective interview, the ques- 
tioning process is directed towards some 
stimulus outside of the subject. Ques- 
tions are asked about his i interpretation, 
his feeling about the “objective” stim- 


5: Sigmund Freud, The Problem of Lay-Analyses 
(New York: Brentano, 1927), p. 136. 
® Brown, op. cit., p. 375. 


ulus that is intended to reflect his own 
feelings and personality. 

The actual questioning process in the 
psychoanalytic technique (and in the 
simpler unstructured interview, as well) 
is known as association. With this 
method the investigator asks the subject 
to react to some word stimulus, and to 
think freely of whatever comes to his 
mind. This is the starting point. Or, 
the starting point may be to direct his 
attention to some broad subject, and 
to ask him to speak whatever comes to 
mind about that subject. Whatever 
apparent “ramblings” are the reaction, 
these are related to the original stimulus, 
and are an important part of the reac- 
tion. If the subject drifts off the central 
theme too far, the analyst brings him 
back. But, while the interviewer must 
keep from making any suggestions that 
may influence the subject’s restless reac- 
tions, he must be able to get across the 
concept to the subject that he must not 
withhold anything which seems embar- 
rassing or trivial, or that which is not 
usually mentioned.* This very process, 
along with the investigator’s attempts to 
suggest interpretations to the subject, 
makes it possible for the investigator to 
exert an influence against which it is 
difficult to guard. 

The replies. In the unstructured depth 
interview of most types, not only the 
words, but all actions of the respondent 
must be recorded as a base for interpreta- 
tion. However, with the psychoanalytic 
approach, there seems to be one par- 
ticularly important danger to guard 
against. The psychoanalytic investigator 
with his predilection towards psycho- 
analytic interpretation, .must guard 
against this in recording. He appears 


588 Edna Heidbreder, Seven Psychologies, (New York: 


Century, 1933), P- 407. 
Tbid., p. 407. 
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likely to report those actions and facts 
supporting a psychoanalytic interpreta- 
tion. In any case, the reporting must be 
sufficiently complete to provide the 
individual analyzing the results with 
sufficient material to make a full analy- 
sis. 

Summary of results. As with the struc- 
tured depth interview, a summary of 
results in the usual quantitative manner 
is of little or no value. In the psycho- 
analytic depth interview, qualitative 
analysis is of particular importance. The 
analyst must review the individual case. 
He must begin by considering the mani- 
fest or obvious content of reactions.™ 
He must further look below these, using 
the techniques of symbolism, to delve 
into latent or indicated thoughts and 
motivations. 

An example of this is provided by 
Hall.*7 In his study of city officials’ 
attitudes towards employment of people 
of various races and religions he did not 
depend alone upon the words of the 
respondent. He looked for small clues of 
their desire to talk to him, such as how 
soon they saw him following his arrival, 
interruptions during the interview, and 
the like. The example indicates the 
difficulty of summarizing results from 
unstructured depth interviews. 

Yet there is at least some evidence 
which suggests that the direct, frontal 
approach of asking questions may some- 
times be superior to the depth interview 
for the obtaining of deep replies. Ellis®* 


5 Use of a wire or tape recorder solves this problem 
neatly. 

8 Sigmund Freud, “The History of the Psychoanalytic 
Movement,” Psychoanalytic Review, 1916, v. 3, P. 413. 

57 EF. T. Hall. “The Freudian Error as an Aid in De- 
termining Attitudes,” International Fournal of Opinion 
and Attitude Research, 1949, V. 3, P. 115. 

58 Albert Ellis, “Questionnaire versus Interview 
Methods in the Study of Human Love Relationships,” 
American Sociological Review, 1947, V. 12, pp. 41-5533 
1948, v. 13, pp. 61-65. 


concluded, following a study of a small 
number of college girls in which both 
questionnaires and depth interviews 
were used, that “... the great majority 
of the subjects gave... more incrim- 
inating responses to the questionnaire 
than to the interview . . . the question- 
naire method of gathering dataseems . . . 
as satisfactory as the interview method 
and may indeed produce more self- 
revelatory information than the inter- 
view method.” 

Where the interpretation of unstruc- 
tured depth interviews is based upon a 
theoretical system such as psychoanaly- 
sis, it would seem that distinct bias 
might well arise. This may be partially 
shown by the fact that when 39 different 
analysts examined the same record of an 
individual, they disagreed widely in 
their interpretation of motives.°® Many 
of the analysts were attached to the- 
oretical systems. This result places a 
damper on the significante of such 
interpretation. 

Weaknesses in the base for psycho- 
analytic interpretation and theory are 
clear. As Adams poirits out, (1) such 
theories have been constructed upon 
observation of abnormal patients, not 
the normal population, and (2) the final 
test of psychoanalysis is its effectiveness 
as a cure.®® The first point needs no 
elaboration. The second appears a dubi- 
ous test of the validity of a marketing 
research technique, yet Dichter* states 
that “It is the proof of a good interview 
if at its end the respondent has the 
feeling that he himself has expressed his 
own reactions.” Not only is this difficult 
to accept as a standard for acceptable 

8 Frederick Elkin. “Specialists Interpret the Case of 
Harold Holzer,” Fournal of Abnormal and Social Psy- 
chology, 1947, V. 42, Pp. 99-111. 

6° Grace Adams, Psychology: Science or Superstition? 


(New York: Covici, Friede, 1931), p. 180 ff. 
& Dichter, op. cit., p. 441. 
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replies, but it is also difficult to tie up 
with Dichter’s example of questioning 
about a motion picture film just seen 
by the subject. Dichter states that one 
question might be “Which one of the 
characters was most like yourself?” This 
is supposed to approach a psychological 
aspect of the individual’s reaction.” Yet 
it is difficult to understand how a person 
could get satisfaction through expression 
of anything in his subconscious, and how 
this satisfaction indicates validity of 
response. One must admit, though, that 
this is consistent with psychoanalytic 
theory. 
An Eva.uaTION 


It now appears possible to attempt an 
evaluation of the three methods of depth 
investigation: the depth questionnaire, 
the structured depth interview, and the 
unstructured depth interview. Compari- 
sons will be made in terms of the follow- 
ing criteria: study design, the sample, 
the investigator, the questioning process, 
the replies, and the summary. 

Study design. The danger of bias in 
selection of questions and areas is great- 
est with the depth questionnaire, least 
with the unstructured interview. Po- 
tential bias in question phrasing and 
sequence, so far as study design is con- 
cerned, also is greatest with the depth 
questionnaire, least with the unstruc- 
tured depth interview. 

Sample. In practice, at least, sample 
size and design is most defensible with 
the depth questionnaire. This method 
has actually been used on many national 
studies by the Likert group. Adherents 
of the two methods of depth interviewing 
seem to emphasize the idea that sample 
size and design are not nearly so im- 
portant as the individual case. While 
intrinsically the advantage is not neces- 


® Dichter, op. cit., p. 442. 


sarily with the depth questionnaire, it 
has been so in practice. 

The investigator. The characteristics 
and training required for the investi- 
gator are least with the depth question- 
naire, greatest with the unstructured 
depth interview. However, following 
training, supervision seems most needed 
with the depth questionnaire, least with 
the unstructured depth interview. 

The questioning process. The question- 
ing process is rigidly defined with the 
depth questionnaire, and almost com- 
pletely uncontrolled at the unstructured 
depth interviewing level. It would ap- 
pear, from the standpoint of evaluation, 
that the possibilities of investigator bias 
entering into the situation increases from 
the depth questionnaire, at a minimum, 
to the unstructured depth interview at 
a maximum. 

The replies. Difficulty in handling the 
replies—and probably bias as well— 
increases from the depth questionnaire 
to the unstructured depth interview. It 
is simple for the depth questioner, but 
difficult for the unstructured depth in- 
vestigator, to record all of the replies. 
Yet, on the other hand, it must be 
remembered that the problem of the 
respondent’s interpretation may be 
greatest with the depth questionnaire, 
and is certainly least with the unstruc- 
tured depth interview, where he simply 
gives free associations. 

Summary of results. Summary of 
results on a quantitative basis is simplest 
with the depth questionnaire, and most 
complex with the unstructured depth 
interview. Moreover, it would appear 
from the material presented that the 
possibility of bias in interpretation is 
least with the depth questionnaire, and 
greatest with the unstructured depth 
interview (especially where this is tied 
up with some theoretical concepts). 
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Conclusion. For general dependability 
of results, the writers must conclude, on 
the basis of evidence available, that the 
depth questionnaire, when depth analy- 
sis is indicated, is the most dependable 
of the methods available, and the un- 
structured depth interview the least 
dependable.® This is a generalization, 
and not necessarily true in a given situa- 
tion. 

6 Accuracy in terms of validity is progressively 
difficult to measure as one gets further and further 
into analysis of motivations and deep-rooted attitudes. 
For this reason it is difficult to evaluate the three depth 
methods in terms of their validity. Few of the question- 
ing data are quantified. Moreover, much of the informa- 
tion obtained is not of a verifiable nature. In the depth 
methods—aimed largely at motivations—there are little 


or no external data about the actual strength of the 
particular motivation affecting the individual. 


However, other considerations must 
enter into the evaluation. It seems 
reasonable to conclude that the cost per 
interview is least with the depth ques- 
tionnaire, and greatest with the unstruc- 
tured interview. This seems a reasonable 
conclusion because of the emphasis upon 
selection and training of investigating 
personnel, time required with the re- 
spondents, and other related factors. 

And finally, the nature of the problem 
must be considered. If it seems apparent, 
after exploratory work, that the true 
reactions of the population can be ob- 
tained only through one of the depth 
methods, the nature of this deep-rooted 
reaction will determine which of the 


depth methods should be applied. 
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MARKETING IN PERSIA 


HERMAN S. HETTINGER 
Marketing and Economic Consultant 


ANY undeveloped countries can be 
M. preserved from the Communist 
threat only by helping them to raise the 
standard of living of their people. This 
will require assistance not only with 
capital but also with technical knowl- 
edge. Marketing men will be required to 
contribute substantially to this effort. 
For as experience accumulates with re- 
gard to the problems of these unde- 
veloped lands, the relation of marketing 
progress to a general rise in productivity 
becomes increasingly clear. 

Iran—ancient Persia—provides an in- 
structive pre-view of the problems which 
must be met wherever economic-develop- 
ment and marketing progress are at- 
tempted. Late in 1949, Overseas Consult- 
ants, Inc., comprised of eleven American 
engineering concerns with one British 
associate, delivered to the Persian Gov- 
ernment one of the first comprehen- 
sive plans for the development of a 
backward nation, a 7-year, $650 million 
program wherein marketing was in- 
cluded. 

Crop failures and unforseen political 
developments substantially delayed the 
program in 1950, but the tempo of 
application recently has been increasing. 
Marketing progress will depend largely 
upon the rate of achievement in allied 
areas. However this may develop, the 
Persian findings to date constitute a case 
history generally indicative of the mar- 
keting problems of undeveloped lands. 


Profile of Persia 


The ideal marketing expert to work in 
an undeveloped nation should also be 
something of a geographer, economist, 
historian, and cultural anthropologist, 


for he will be unable to avoid considera- 
tions involving all of these fields. For 
this reason, a profile of present day 
Persia is essential at the outset. 

With a population of only about 
17,000,000, Persia is larger than France, 
the Low Countries, Hispanic Peninsula, 
Switzerland, and Italy combined. Oil is 
its principal resource, although there 
may be some additional mineral wealth. 
Variations of climate and soil make 
Persia suitable for producing a wide 
variety of valuable foods and industrial 
crops. Only about 8 per cent of tillable 
soil is currently in use and three times 
as much can be classified as immediate 
reserve; this in spite of the perpetual 
battle for adequate water. Granted any 
kind of orderly development, Persia may 
be able to avoid the problem of popula- 
tion pressure upon resources faced by 
nations such as Egypt and India. 

Mountains and a desert put serious 
impediments in the way of economic and 
marketing development. The Elborz 
range, often rising 12 to 15 thousand 
feet, separates the rich Caspian region 
from the remainder of the country, and 
cuts off rainfall to the south. Other high 
ranges serrate the land in a northwest- 
southeasterly direction. The Dasht-i- 
Kavir, reputedly one of the most deso- 
late deserts in the world, cuts a huge 
slice out of the east-central section. In 
view of the inevitable transport difficul- 
ties, a balanced development of econom- 
ically semi-autonomous regions, insofar 
as may be practicable, may be the surest 
road to progress. 

Over 70 per cent of Persia’s population 
live in more than 40,000 villages, small 
groups of which may cluster together, 
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while about another 10 per cent are 
semi-nomadic tribesmen. Most of the 
remainder reside in 17 rather widely 
separated cities with a population of 
50,000 and over, with Tehran and its 
environs probably accounting for nearly 
10 per cent of the nation’s population. 
Distances between cities, and their small 
number in relation to the villages, fur- 
ther impede marketing development. 

The cities are primarily centers of 
trade. It is estimated that there is one 
shop for every 25 people in Resht 
(population 107,000), and that 25 per 
cent of those employed in Tehran work 
in trade. Industrialization is scarcely two 
decades old, remains comparatively lim- 
ited and substantially below potentiali- 
ties—especially in textiles, processing, 
assembly, and light manufacturing. 
While the original impetus toward. in- 
dustrialization came from the late Reza 
Shah Pahlevi’s dynamic but not always 
soundly conceived attempts to win 
greater economic and political inde- 
pendence in the decade prior to World 
War II, war and post-war inflation have 
stimulated a growing private investment 
in industrial enterprises. 

The rural economy is feudal. The 
peasant tills the soil by the methods of 
Biblical times, mostly for absentee 
landlords who return him about two- 
fifths of what is produced. Each village 
is largely self-contained; since most of 
what is produced is consumed locally, 
barter is the rule, and for goods from 
the outside world the peasant depends 
upon small retailers or itinerant peddlers 
—both of whom charge him exorbitant 
prices and extend credit at usurious 
rates. Even where the two are relatively 
near, a 100 per cent differential between 
city and village prices is not uncommon; 
and village prices of some “imported” 
goods may rise 300 to 400 per cent in 
winter or other times of shortage. 


As would be expected, Persia is a land 
of a few rich, many poor, and a small 
and comparatively ineffectual middle 
class. However, there are indications 
that the middle class has been growing 
in recent years. 

National psychology is an important 
factor affecting economic and marketing 
development. Persians are an excep- 
tionally intelligent, courteous, and in- 
genious people. But the pall of centuries 
of national and personal insecurity hangs 
over them, intensified today by the 
presence of Russia along their northern 
border. This has given rise to viewpoints 
and customs which present major prob- 
lems. Most wealthy Persians prefer 
speculation or the acquisition of land to 
investment in industrial enterprises be- 
cause it is easier to hide new wealth 
secured from such sources. The highest 
immediate profit is always sought, even 
at the cost of larger ultimate gain, be- 
cause no one knows what the morrow 


will bring. Government remains the 


single cohesive force in the economy, 
although many thoughtful Persians 
rightly seek to expand the role of 
private enterprise. 


Marketing Facilities 


Improvement of marketing in Persia 
must begin with the most elementary 
processes. Next to improved food pro- 
duction techniques, the greatest na- 
tional need is for better transport. There 
are about 1,400 miles of railroad and the 
basis for a good arterial highway system. 
But beyond the main centers, transpor- 
tation is mainly by burro or camel. 
The railroad’s rolling stock is poor, turn- 
around time is excessive, and the average 
ton mile cost is five times the U. S. 
figure. A large proportion of total traffic 
is carried by motor vehicles over poorly 
maintained roads. 

In consequence of poor facilities, 
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transportation costs are high, account- 
ing, for example, for 43 per cent of the re- 
tail price of kerosene, and roughly one- 
third of the Tehran wholesale price for 
commodities moving south for export. 
More important, poor transport facilities 
limit regions well-adapted to large vol- 
ume production of certain foods and 
manufactures to their local markets, 
thus restricting their economic develop- 
ment. Likewise regions desiring such 
goods are prevented from exchanging 
their own surpluses for them by lack 
of transport, again hindering economic 
development. 

Storage facilities are mostly primitive. 
Except for government grain elevators, 
there is hardly any concentration in 
bulk. Most storage is performed at the 
point of production or import, or else 
at the point of final sale. There are al- 
most no facilities for the processing, 
grading, standardization, and packing 
of agricultural commodities—vital to 
the expansion of overseas trade. 

Facilities for financing trade at reason- 
able rates are vitally needed. An esti- 
mated so per cent of all loanable funds 
emanate from the bazaar, rather than 
from the banking system. The usual 
bazaar rate is 25 to 35 per cent or more. 
The situation is complicated by the fact 
that a doubling of deposit currency in 
about two years already has created 
serious inflationary pressure, to which 
easier credit would add further dangerous 
fuel unless offset by a substantial in- 
crease in the supply of consumer goods. 

The communications system is inade- 
quate for the quick dissemination of 
trade information and for day-to-day 
needs. About the only available statis- 
tics useful in marketing are reasonably 
good customs data, a rather satisfactory 
cost-of-living index, and some agricul- 
tural information. A new population 
census is urgently needed. 


Marketing Structure 


The merchant-importer is the key 
factor in the marketing of manufactured 
goods. He usually sells directly to re- 
tailers, although he sometimes distrib- 
utes to wholesalers in outlying cities; 
he occasionally may have a retail busi- 
ness of his own. Merchant-importers 
concentrate in Tehran, partly because of 
its market importance and partly be- 
cause detailed and constantly changing 
export-import regulations require close 
contact with government agencies. This 
concentration is probably unhealthy in 
that it impedes a normal growth of 
wholesale facilities in the other cities. 
Indeed Persia is seriously deficient in 
wholesale facilities. On the other hand, 
inflation and shortages have caused it to 
suffer from an excess of speculators, 
often without fixed places of business, 
who buy and sell in the bazaar in the 
hope of making a quick profit. 

The bazaar is the trading center of a 
Persian city, although there has been a 
marked growth of progressive shops 
catering to the higher income trade 
wherever there are modern streets. The 
bazaar is a combination shopping center, 
department store, and wholesale and 
handicraft manufacturing center. Its 
winding, covered labyrinths are strictly 
departmentalized; one section for im- 
ported woolens, another for Coleman 
lamps, a third for cotton piece goods, a 
fourth for glassware, etc. Wholesale 
storage takes place in other recesses of 
the labyrinth. The high concentration of 
trade in the bazaar is reflected in Tehran 
bazaar land values reportedly equal to 
the highest priced land in either London 
or New York. 

Handicraft production is found mainly 
in smaller city bazaars. Here one section 
may be devoted to making furniture, 
while in another artisans may be making 
comfortable, durable shoes from worn 
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truck tire casings and salvaging the wire 
bead for some other purpose—for noth- 
ing is wasted in Persia. Small shops and 
itinerant peddlers comprise the retail 
outlets for the villages, and the ancient 
market day may persist where several 
villages are closely grouped. 

Bazaar trade practices are typical of 
Persian marketing. Maximum gross 
profit is sought on each transaction re- 
gardless of the effect on long-run profita- 
bility. The importance of turnover and 
the concept of maximizing profits 
through low prices and resulting high 
volume are incomprehensible to the 
bazaar. Turnover must be extremely 
low; for example, German pharma- 
ceuticals were being sold in the bazaar 
as late as 1949. Price maintenance is an 
ingrained custom, and the bazaar grape- 
vine frequently discounts a prospective 
increase in government salaries in Teh- 
ran several days in advance by a general 
rise in prices. In times of falling prices, 
shopkeepers prefer to hold their stocks 
as long as possible rather than to clear 
out inventory. There is no single price, 
and caveat emptor is the rule. In agri- 
cultural commodities, for example, adul- 
teration is so prevalent that there re- 
portedly is a standard 20 per cent de- 
duction made by buyers to allow for this 
practice. 

The multiplicity of small shops and 
the poor practices clearly produce an 
ineficient marketing mechanism. One 
indication of inefficiency is the generally 
irrational behavior of Persian price 
movements, and the sudden and seem- 
ingly inexplicable variations in spread 
between wholesale and retail prices. 

The agricultural marketing structure 
also is comparatively elementary, and 
there is little concentration, or market- 
ing in bulk. Country buyers, brokers, 
and commission merchants seem to be 
fairly prevalent, while government is the 


principal factor in tea, tobacco, sugar 
beets, silk, and so-called “government” 
wheat. 

Brokers are the intermediaries be- 
tween producer and retailer for fresh 
fruit and vegetables in the Tehran 
market, representing large producers for 
a 7 to 10 per cent commission and 
charging higher fees to smaller ones. 
Secondary brokers, who buy from the 
primary brokers, each serve 30 or 40 
shops and pushcart peddlers, holding 
them at their mercy by means of short- 
term credit. An informal central market 
also has grown up, seemingly by rather 
unsavory means of duress. Municipal 
authorities are attempting to offset this 
institution with a new one. 

Raw milk marketing is mainly from 
producer to dealer, except for some 
wholesale concentration near large cities. 
Ghee, cheese, and other milk products, 
produced in the outlying areas, are 
marketed either to country buyers or 
retail dealers. 

So-called “free market” wheat, orig- 
inating mainly from landowner rather 
than peasant surpluses, moves mainly 
through auctions located near producing 
centers. Here brokers represent the large 
landowners, usually for a commission 
of about 4 per cent. Brokers also buy 
in their own name for speculative profit, 
and often extend credit to landowners. 
In addition, there are country buyers 
who purchase from landowners; “free” 
bakers who buy from landowners, auc- 
tions, merchants, or villages; and millers 
who purchase in a similar manner. Both 
bakers and millers store grain, and the 
bakers comprise the final retail outlet. 


Government in Marketing 


Government intrudes itself into mar- 
keting by means of heavy indirect taxes; 
many complex, detailed, and constantly 
changing regulations; the Industrial and 
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Mining Bank; and its monopolies and 
quasi-monopolies. 

Monopoly profits and indirect taxes, 
the latter falling almost exclusively on 
trade, represented about 87 per cent of 
all government receipts in 1948-49. 
Taxes, for example, represented 42.5 per 
cent of the retail price of kerosene, 56.4 
per cent of the gasoline price, and 27.1 
per cent of imported sugar prices. In 
addition to national taxes, there also are 
municipal transit taxes—really city tar- 
iffs—on goods moving through various 
communities to and from Persian Gulf 
ports. 

While government regulations apply 
principally to export-import trade, they 
sometimes affect domestic marketing as 
well; a 1948 law, for example, required 
all goods imported with foreign ex- 
change to be sold to consumers at a 
“profit”—seemingly gross margin—of 
no more than 15 per cent above the 
landed cost at Tehran. Merchant-im- 
porters protested with considerable jus- 
tice that this precluded them from en- 
gaging in any but retail business—if they 
obeyed the law. 

The Industrial and Mining Bank is 
actually a holding and management 
company which operates nearly 100 
government factories and other enter- 
prises, most of them comparatively small. 
Marketing activities are centralized in 
the Bank’s Commercial Department, 
which also has charge of purchasing and 
transportation, and local managements 
are allowed little or no responsibility. 
The unhappy results of this cumbersome 
bureaucracy are exemplified by the 
Bank’s action during an over-production 
at the Chalus silk mill, when it report- 
edly sold the entire surplus to merchants 
at 50 per cent below production costs. 
No new fabric designs have been intro- 
duced since before the war. 

Tobacco, sugar, tea, and jute are 


government monopolies; tobacco can be 
taken as an example of how these affect 
marketing. Next to Anglo-Iranian Oil 
Company royalty payments, the tobacco 
monopoly’s profits represent the largest 
source of revenue of the Persian govern- 
ment. The monopoly licenses growers; 
buys their crop at fixed prices; processes 
it; and distributes the resulting products 
through wholesalers and retailers who 
sell at fixed prices and operate under 
fixed margins. Cost estimates are diffi- 
cult to secure from any of the monopo- 
lies, but it would seem that 74 per cent 
of the retail selling price is available for 
administrative expense and profit. One 
informed source estimates that in 1947 
the monopoly may have cleared a profit 
of 64 per cent of gross sales. 

No Persian monopoly is sales-minded, 
and none understand the principle of 
maximizing profits through lower prices 
and larger volume. In 1948-49, the 
monopoly possessed the largest carry- 
over of tobacco in its history; this in 
spite of acreage restrictions and at- 
tempted sale of the surplus abroad— 
reportedly at unrealistically high prices. 
Yet the experience of preceding years 
showed conclusively that demand was 
elastic and that a comparatively small 
price reduction would substantially in- 
crease sales and profits. No such policy 
could be imagined, let alone followed. 

The sugar monopoly, except for not 
being bothered with carry-over, is in a 
similar position, with 1948 profits being 
estimated at 36.4 per cent of sales. Yet 
sugar is a principal staple of Persian 
life, with highly elastic demand because 
of the people’s limited purchasing power. 


The “‘Mixed” Marketing of Wheat 


Unleavened bread comprises the core 
of the Persian diet. Bread distribution 
at prices which the masses can afford, 
therefore, is essential to political as well 
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as economic stability—potentially even 
to world peace. 

Distribution currently is in two forms: 
“free market” bread, whose channels 
already have been described, and “gov- 
ernment” bread, Roughly two-fifths of 
the marketable crop is consumed by the 
government program, which represents 
an attempt to guarantee low-cost bread 
to the city masses—villages are not 
included. ““Government”’ bread usually 
sells at about half the price of free 
market bread. 

The government program is under the 
Cereals and Bread Administration. 
Wheat is secured through tax payments 
in kind and from the forced sales of 
landowners’ marketable “surplus” to the 
government at prices usually fixed at 
one-half of the free market price for 
wheat. The major portion of the wheat 
is stored in seven government grain 
elevators from which it is distributed to 
millers who work on a contract price, 
and thence to licensed bakers who are 
the final retail outlet. A licensed baker 
may produce and sell both “govern- 
ment” and free market bread. 

Evidence is clear that the present 
system cannot provide a practical, long- 
run solution to the critical problem of 
low-cost bread. Forced collection and 
sale lead to adulteration, attempted 
connivance with public officials to have 
quotas lowered, smuggling to nearby 
nations—perhaps 50,000 tons per an- 
num—and seem to have discouraged 
expanded production. The Ioo per cent 
differential between government and 
free market bread prices undoubtedly 
stimulates diversion of government flour 
into free market bread whenever the 
flour’s quality is suitable. 

Added to these difficulties are carry- 
overs less than 50 per cent of desirable 
levels, inefficient distribution of sur- 
pluses among regions—with resulting 


hunger—and slow administrative action 
in overcoming local shortages. But the 
system fails most seriously in times 
of acute shortage. Then collections be- 
come especially difficult. However, free 
market wheat and bread prices mount 
rapidiy and fewer people can afford free 
market bread. Faced with a sudden and 
materially expanded demand for its 
bread, government cannot meet its com- 
mitments. Bread riots and ugly political 
situations are the result. More than ever 
today, this situation demands rectifica- 
tion. 


The Problem of Kerosene 


Kerosene seems to be the only hope of 
preserving Persia’s essential plant life 
from the inroads of charcoal burners and 
villagers. Its cheap and widespread 
distribution, therefore, must be en- 
couraged by every possible means. 

Petroleum product distribution is per- 
formed by the Anglo-Iranian Oil Com- 
pany at cost, by agreement with the 
Persian Government. Either agencies or 
company-owned-and-operated _ outlets 
are used in the cities, with franchise 
dealers in the smaller communities and 
in important village groups. Outlying 
villages are served by independent 
dealers, and distribution here is under- 
standably unsatisfactory. 

Two basic distribution methods are 
employed. Package distribution—mov- 
ing in 18 and 20 litre tins from refinery 
to retail outlet—is employed in parts of 
the extreme northwest and southeast 
because poor roads prevent the use of 
tank trucks. Conventional du/k distribu- 
tion—tanker or railroad—is used for the 
rest of the country. Package distribution 
results in marketing costs roughly two 
and one-quarter times higher than bulk 
distribution, and in retail prices 80 per 
cent higher than in bulk areas. The situa- 
tion is further complicated by the fact 
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that about 86 per cent of the retail price 
of kerosene represents taxes and trans- 
portation costs—almost equally divided 
between the two. As in the case of wheat, 
lower prices and more widespread distri- 
bution must be effected as soon as pos- 


sible. 


Export Trade 


Although Persia is the world’s second 
largest exporter of petroleum, the re- 
turns therefrom enter only partially into 
the economy because of the Anglo- 
Iranian concession. Rugs are the only 
manufactured export, while 65 per cent 
of Persian exports by value are agricul- 
tural products—principally dried fruits 
and nuts, hides, skins, and gum traga- 
canth. 

Tonnage volume is below pre-war and 
Persia faces basic problems of geo- 
graphical reorientation of export trade, 
a marked need for improved marketing 
of agricultural products in overseas 
trade, and the decline of the rug market. 

The principal pre-war markets—Ger- 
many and Russia—have virtually dis- 
appeared, while trade with Britain, 
France, the United States, India, and 
the Middle East has grown. New re- 
lationships have been largely a matter of 
chance, and a reappraisal of overseas 
potentials—possibly combined with lim- 
ited bilateralism—is required. 

The high cost of infinitely patient 
hand labor threatens to eliminate much 
of the Persian rug trade from world 
markets when in competition with ma- 
chine-made products. European import 
restrictions add further difficulties. But 
most important has been the change in 
American floor-covering fashions, in 
which the Persian rug largely has been 
a casualty. Adapting regions such as 
Isfahan to these changed conditions will 
constitute a major problem of long 
duration. 


The lack of proper preparation of 
Persian agricultural products for over- 
seas trade already has been mentioned; 
the unfortunate results are illustrated 
by the competitive success of the better- 
packed Iraqi dates and the more care- 
fully cured Indian kidskins. An ad- 
ditional problem exists for dried fruits 
from Azerbaijan and other northern 
areas which currently must move through 
Persian Gulf ports to world markets—a 
costly and time-consuming process. 


What Can Be Done? 


At times it seems to the observer as if 
nothing could be done to improve Per- 
sian marketing. Obviously the domestic 
marketing structure, aside from govern- 
ment operations, can improve only as 
the continued competitive pressure of 
more plentiful supplies of goods forces 
changes in institutions and methods—a 
long, evolutionary process which might 
be speeded in some degree by training 
or otherwise assisting. progressive entre- 
preneurs. 

Upon closer examination, much seems 
possible, although how rapidly it can be 
accomplished is an open question. Major 
improvements in transport facilities can 
be accomplished in a comparatively brief 
period, and with pervasive effect upon 
all marketing. Rehabilitation of govern- 
ment grain elevators is an immediate 
possibility, although general improve- 
ment in storage will come about slowly. 
Beginnings at more and better process- 
ing, grading, standardization, and pack- 
aging of agricultural commodities—es- 
pecially for export—could be made 
immediately under government auspices, 
but the problem of securing producer 
and exporter cooperation will be sub- 
stantial. Financing trade at reasonable 
rates can be effected only within the 
framework of a revised government 
fiscal policy, but studies in this direction 
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can be initiated at any time. 

Reducing the tax burden on trade 
will be vastly more difficult, but again 
a beginning could be made with regard 
to critical products such as kerosene and 
essential imports. There need be no 
waiting in the rationalization of govern- 
ment sales and merchandising policies. 
Lower cigarette and sugar prices, for 
example, should add to government 
revenues by expanding sales, help to 
reduce inflationary pressures, and con- 
tribute materially to public morale. 

Limited results might be achieved by 
reorganizing the selling functions of the 
Industrial and Mining Bank and by 
allowing more initiative to the managers 
of the various enterprises. The long-run 
solution, however, should be to divest 
the Bank of its enterprises by selling 
them to private entrepreneurs. This will 
be a long process, for the enterprises first 
must be rehabilitated to the point of 
being attractive to private capital. 

Elimination of package distribution 
through improved transportation, plus 
lower excise taxes, can contribute im- 
portantly to an expanding market for 
kerosene. Lower prices could be ac- 
companied by regulations requiring es- 
tablishments such as bakeries and public 
baths to convert to kerosene-burning 
equipment within a specified period. 
Evidence that the time may be ripe for 
such a move is found in high imports of 
kerosene-burning equipment in recent 
years. Charcoal consumption could be 
materially reduced in this manner. 

The problem of expanded village dis- 
tribution is more difficult, but a begin- 
ning can be made on a test-market basis. 
One requirement is the distribution of a 
very cheap stove capable of producing 
the kind of heat needed for baking un- 
leavened bread, and such a stove seems 
to have been found. Joint government- 
AIOC efforts to develop effective mar- 


keting channels and methods, therefore, 
can be undertaken immediately if de- 
sired. 

Rationalization of the marketing of 
wheat and bread can be begun by im- 
proved storage, better transportation, 
and strengthened administration, and 
by building larger reserve stocks—even 
by importation if necessary. It will be 
desirable in the long run to eliminate 
the dual marketing system if at all 
practicable. A possible substitute may 
be government stabilization of supplies 
and prices by means of managed high- 
level reserves—selling in times of short- 
age and rising prices and buying in 
periods of plenty. However, a complete 
shift will not be possible until ample 
wheat supplies can effect a marked re- 
duction in the differential between gov- 
ernment and free market bread prices; 
this depends mainly upon increased pro- 
duction. 

In addition to raw commodity pro- 
grams mentioned earlier, impetus can be 
given to an eventual expansion of over- 
seas trade by the careful study of market 
opportunities, with special attention to 
rugs, and of competitive marketing costs 
and methods. If combined with im- 
proved transportation, the negotiation 
of satisfactory transit privileges for 
north Persian exports with neighbors to 
the west might effect important time 
and transport savings in reaching world 
markets. 


How Can Progress Be Achieved? 


The critical problem with regard to an 
undeveloped country is not that of 
knowing what to do, but rather in 
learning how to bring about change. 
This is a delicate, complex task, for it 
involves overcoming deeply-rooted ways 
of thinking and acting and of supplant- 
ing them with unfamiliar concepts and 
methods. It means explaining and dem- 
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onstrating matters such as turnover, 
quality control, maximizing sales and 
profits through lower prices and high 
volume, and the rationalization of mar- 
keting procedures to people who have 
had no experience with such considera- 
tions. 

Some progress can be achieved by 
encouraging American and other western 
business interests to establish enterprises 
in the undeveloped nation, which would 
benefit both from their profitability and 
example. Probabilities in this respect 
seem limited in Persia. Continuing tech- 
nical assistance with operating details 
for a protracted period seems to be the 


most likely method, and such assistance 
should be made available to private 
enterprise as well as to government. 
Demonstrations conducted in cooperation 
with progressive elements may be an 
especially potent teacher. Sometimes it 
may be possible tactfully to speed prog- 
ress by specifying types of action which 
must be taken before financial or ma- 
terial aid will be provided for certain 
projects. But with regard to marketing, 
much of the progress will depend, in 
Persia and in other undeveloped lands, 
upon how fast transportation can be 
improved and the production of essential 


goods increased. 
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APOSTWAR RAILROAD FREIGHT RATE 


INCREASES AND AGRICULTURE 


W. H. THOMPSON 
Iowa State College 


HE economic history of our nation 
many illustrations of the long 
standing interest shown by agricultural 
shippers in railroad transportation prob- 
lems. Legislation developed by indi- 
vidual states during the Granger move- 
ment marked the first organized attempt 
of these groups to curb exorbitant freight 
charges and prevent discriminatory prac- 
tices, and the experience gained through 
state control had a significant influence 
in shaping Federal regulation of rail 
carriers. Since then, agricultural inter- 
ests have participated to an increasing 
extent in all nation-wide proceedings 
affecting costs of transporting farm 
products to market, and equipment to 
the farm. Agricultural shipments move 
primarily by rail, highway, and water 
carriers, but since railroads transport the 
great bulk their postwar freight rate 
increases on agricultural commodities is 
the topic with which this article is 
concerned. 


The Current Railroad Dilemma 


How to secure revenues adequate for 
the maintenance of plant and equipment 
and to improve service may be consid- 
ered the heart of the present railroad 
difficulty. Following the decade of finan- 
cial hardship and bankruptcies during 
the thirties, rail finances improved con- 
siderably during the war years, and for 
this reason rate increases granted in the 
Ex Parte 148 proceedings were sus- 
pended in 1943.1 Between the years 1939 

1 Ex Parte 148. Increased Railway Rates, Fares and 


Charges, 1942. 248 1.C.C. 545 1942. Report on further 
hearing, April 6, 1943. 255 I.C.C. 357. 
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and 1947, funded debt was reduced over 
$2 billion with a corresponding decline 


of some $171 million in fixed charges.? 


During the past year debt reduction has 
continued at a much lower rate, while 
long term obligations in the nature of 
equipment trust certificates have stead- 
ily increased. 

The apparently strong financial posi- 
tion of the war period has substantially 
deteriorated since the end of actual 
combat. Even though the railroad in- 
dustry had few physical problems in the 
transition from war to peacetime traffic, 
postwar economic developments had an 
immediate effect upon their income. 
Nationwide labor disputes reduced and 
unbalanced traffic. Periodic strikes in 
the coal, steel, and automobile indus- 
tries slowed delivery of vitally needed 
equipment, and the success of non- 
transport labor stimulated wage de- 
mands from operating and non-operating 
brotherhoods. Prices of materials, sup- 
plies, and fuel increased more rapidly 
than did rates and further complications 
arose from the expanded competition of 
other transportation agencies. 

The record of earnings reflects the 
trend of rapidly rising operational costs 
during and after the war years. Return 
on depreciated investment was 2.5 per 
cent in 1939, reached a wartime peak of 
6.3 per cent in 1942, and dropped to 2.7 
per cent in 1946. During 1947, when the 
railroads carried the greatest volume of 


2 E. W. Williams, “The Problem of Maintaining Ade- 
quate Railroad Rate Levels.” Paper given at the 
American Economic Association, Cleveland, Ohio, De- 
cember 29, 1948. 
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trafic in their history, the return 
amounted to 3.4 per cent. For the first 
eight months of 1949, the return was 3.39 
per cent as compared with 3.94 per cent 
for a similar period in 1948, and in terms 
of carloadings monthly traffic declined 
as much as Ig per cent under similar 
periods of 1949. 

Distribution of net income among the 
major roads has been extremely uneven. 
For twelve months ending September, 
1948, New York Central showed only 
3.7 per cent of net railway operating 
income to revenues; Pennsylvania, 7.4 
per cent; Atlantic Coast Line, 6.9 per 
cent; Milwaukee, 8.5 per cent; and 
Northwestern, 7.6 per cent. Almost 
every large Eastern line and most of the 
southern roads showed a net income 
which represented a smaller percentage 
of revenues than that earned in a similar 
period of 1940. On the other hand, 
Western roads, particularly the Santa 
Fe, Burlington, Missouri Pacific, Rock 
Island, and Union Pacific, showed con- 
siderable improvement. However, as of 
September, 1949, of the above roads only 
New York Central, Santa Fe, and Mis- 
souri Pacific were maintaining their 1948 
levels. All of the others listed have 
shown reduced earning power but none 
so drastically as Northwestern, Union 
Pacific, and Burlington. Thus, it may be 
seen that an important part of the 
financial emergency claimed by the 
railroads stems from the lack of stability 
among various carriers. Territorial dif- 
ferences are further reflected by the 
rates of return on property investment 
which, to a limited degree, relate earn- 
ings to requirements. For the eight 


_ months ending August, 1949, the East- 


ern District, including Pocahontas re- 
gion, earned 3.33 per cent, Southern 


5 1.C.C, Bureau of Transport Econ. and Stat. Monthly 
Comment on Transportation Statistics, September 13, 
1949. 


District 3.63 per cent; and Western 
District 3.38 per cent.‘ 

Rising operational costs in the form 
of recent wage awards and continuing 
price increases on essential materials and 
supplies are primarily responsible for the 
present financial crisis. In view of the 
growing resistance of shippers, it is 
questionable that continued freight rate 
increases will provide a permanent solu- 
tion to the railroads’ financial difficul- 
ties. Further efforts to improve revenues 
must be directed toward programs of 
selective rationalization of road and 
plant by railway management, and to- 
ward a drastic revision of our national 
transportation policy by Congress. Un- 
less these responsibilities are assumed, 
the fate of private ownership and opera- 
tion of our railroad system hangs in the 


balance. 


Postwar Freight Rate Increases 


The first of eight postwar rate in- 
creases was requested by the railroads in 
the spring of 1946, while the most recent 
increases were granted in August, 1949. 
The dates of increases in basic rates and 
changes since June 30, 1946, and esti- 
mated percentage effect on freight rates, 
are shown in Table I. 

The net effect of eight successive 
freight rate increases raised the general 
level of rates throughout the nation by 
approximately 57.3 over that prevailing 
June 30, 1946. Agricultural commodities 
bore advances slightly lower than the 
average increase for all commodities. The 
only exception to this trend occurred in 
the Pocahontas Region, the traffic of 
which is largely dominated by coal 
shipments. 


41.C.C. Bureau of Transport Economics and Sta- 
tistics, Monthly Comment on Transportation Statistics, 
November 13, 1948. A.A.R. Monthly Report Service 
No. 480, August 1949. 
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The Increase by Commodities 


A more precise picture of the increases 
may be obtained by reference to specific 
commodity classifications. These are 
listed in Table II and show cumulative 


Freicut Rate IncrEases—JuLy 1, 1946 To AuGustT 2, 1949 
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is becoming more susceptible to compe- |_ 
tition of motor trucks and water car- 
riers. In contrast, Meats and Packing 
House Products, Products of Forests, 
and Manufactures carried in carload 


Per Cent Increase Over 
Rates in 
Increases Member June 30, 
1996 Prior to 
cumulated — 
shown 
June 20, 1946 July 1, 1946 Ex P. No. 148! 6.5 6.5 
Ex P. No. 162? 
December 5, 1946 January 1, 1947 Ex P. No. 148! 17.6 10.4 
Ex P. No. 162? 
October 6, 1947 October 13, 1947 Ex P. No. 1668 28.1 8.9 
December 29, 1947 January 5, 1948 Ex P. No. 166 37-8 7.6 
April 13, 1948 May 6, 1948 Ex P. No. 166 42.8 3-6 
July 27, 1948 August 21, 1948 Ex P. No. 166 44.2 1.0 
December 29, 1948 January 11, 1949 Ex P. No. 1684 51.7 §.2 
August 2, 1949 ae Ex P. No. 168 $7.3 3-7 


1 Increased Rates, Fares, and Charges, 1942. 
2 Increased Rates, Fares, and Charges, 1946. 
3 Increased Rates (Freight) 1947. 

4 Increased Freight Rates, 1948. 


Source: I.C.C. Bureau of Transport Economics and Statistics. Monthly Comment on Transportation Statistics. 


August 15, 1949. 


advances in the period June 30, 1946, to 
September 1, 1949. 

Compared with the overall percentage 
increase, Agricultural Products, Live- 
stock, and Products of Mines carried 
advances of less than the average of all 
traffic. One reason for this development 
lies in the methods used by the Com- 
mission in granting advances, i.e., the 
application of percentage increases, with 
specific maxima in cents per hundred lbs. 
between origin and destination points in 
the interest of maintaining competitive 
relationships within and between in- 
dustries and regions. Another reason 
lies in the fact that part of this traffic 


lots showed a percentage increase above 
the over-all average advance. 


The Effect of the Increases on Agricultural 
Producers 


In the case of manufactured products, 
transportation expenses are nornrally 
recovered through additions to fabrica- 
tion costs and by passing them along in 
market prices. It is not difficult for 
manufacturers to follow this practice for 
their costs can be forecast with some 
degree of accuracy and production 
planned accordingly. But conditions in 
agriculture are different. Farmers sel- 
dom know their costs with the precision 
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found in manufacturing. Standardiza- 
tion of expenses, possible in industry, is 
impossible on the farm. Seasonal or 
yearly climatic changes, and insects and 
diseases among cattle and crops make 
dificult a determination of the actual 
cost of producing a bushel of wheat, a 
steer, or a hog. 

Thus allocation of farm production 
expenses can at best only be estimated. 
But even if costs were possible of ac- 
curate measurement, they do not furnish 
a basis upon which prices may be de- 
termined. In the first place, production 
and distribution expenses differ among 
individual producers and often vary to 
a considerable degree among different 
regions. Second, there are few organiza- 
tions among farmers comparable to 
those of industrial producers which en- 
able them to fix a price and adhere to it. 
Probably of more importance is the fact 
that agricultural production is highly 
seasonal, while that of manufacturing is 
reasonably continuous. If a large supply 
of commodities is available in a given 
market under a given demand condition, 
the price is lowered, and a relatively 
high freight rate leaves the farmer with 
a reduced income. It should be pointed 
out that the situation described above 
is one of a short-run nature, for in a 
longer period if one type of production 
gives promise of higher profits, the 
farmer would probably shift to the more 
profitable commodity, upon which the 
freight burden would normally be lower. 

The railroads in the 1946 case main- 
tained that agricultural commodities 
were not bearing their share of the 
transportation burden. To counter this 
claim, the Interstate Commerce Com- 
mission offered statistics for the year 
1940 which showed products of agricul- 
ture contributing about 28.5 per cent of 
the total revenues and 19.9 per cent of 
the total tonnage of the carriers operat- 


ing in the Western District. In the East, 
Agriculture accounted for 12.2 per cent 
of the revenues and 7.1 per cent tonnage; 
and in the South the figures were 13.8 
per cent and 7.6 per cent respectively.® 

Average revenue yields per ton during 
1947 showed Products of Agriculture, 
$7.39; Animals and Products, $15.48; 
Products of Mines, $2.48; Products of 


Taste Freicut Rate IncrEAsEs BY 
Commopity CLASSIFICATION JUNE 30, 
1946 To SEPTEMBER I, 1949 


Cumulative 
Percentage 
Commodity Group Increase 
6/30/46 to 
9/1/49 
Products of Agriculture (C.L.) 49.2 
Grain and grain products §2.5 
Citrus fruits 42.4 
Other fresh fruits 43-3 
Fresh vegetables 44-0 
Other products of agriculture 56.1 
Animals and Products (C.L.) 60.1 
Livestock 53.8 
Meat and edible packing house 

products 63.8 
Other animals and products 62.2 
Products of Mines (C.L.) 44.8 
Products of Forests (C.L.) 60.4 
Manufactures & Miscellaneous (C.L.) 64.3 
Less carload traffic 66.3 
All traffic 56.7 


Source: I.C.C, Bureau of Transport Economics and 
Statistics, Monthly Comment on Transportation Statis- 
tics. October 11, 1949. 


Forests, $7.34; Manufactures and Mis- 
cellarieous, $9.03; All revenue freight, 
$5.41. Animals and products produced 
about 40 per cent more revenue per ton 
mile originated than manufactures and 
miscellaneous, more than twice as much 


5 Ex Parte 162 op. cit., p. 556. 

6 1.C.C. Bureau of Transport Economics and Sta- 
tistics, Monthly Comment on Transportation Statistics, 
November 13, 1949. 
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as products of forests and all revenue 
freight, and more than five times that of 
products of mines. Agricultural products 
were responsible for more revenues than 
all other groups with the exception of 
manufactures, and animals and _prod- 
ucts. When the latter group is combined 
with products of agriculture, the con- 
tribution of farm producers to railroad 
revenues is highly important. 

Three methods are generally used by 
the Interstate Commerce Commission in 


fixed amount per hundred pounds to 
certain commodities regardless of 
distance. 

Generally, increases in agricultural 
traffic fall within the first two of these 
methods. Using the 1946 increases, 
examples applicable to agricultural traf- 
fic are shown in Table III. 

The decision in this case authorized 
increases of 15 per cent on farm com- 
modities, whether shipped on class or 
commodity rates. Exceptions were made 


III.—A Comparison or Freicut Rates on WHEAT AND ORANGE 
SuipMents Berore AND AFTER THE 1946 Rate INCREASES 


June 30 January 

1946 1947 

A. Wheat Rates in cents per 100 lbs. 

From To 
Great Bend, Kansas Chicago, Illinois 35 40.2 
Williston, North Dakota Chicago, Illinois 42 47-3 
Pullman, Washington Chicago, Illinois 71 81.7 
Difference: Great Bend and Williston 7 7 

Great Bend and Pullman 36 41.7 

B. Orange Rates in cents per roo lbs. 
Lake Wales, Florida New York City 65.7 75.6 
Los Angeles, California New York City 135.0 153.0 
Difference: Lake Wales and Los Angeles 69.3 78.0 


Source: Bureau of Agricultural Economics. Marketing and Transportation Situation. Washington, D.C. January- 
February, 1948. Certain data furnished by the Farmers Grain Cooperative, Des Moines, Iowa. 


authorizing freight rate increases. One 
calls for a straight percentage increase 
on a basic rate level, used as the most 
expeditious means of raising railroad 
revenues, although it is recognized that 
advances of this nature create unde- 
sirable rate relationships and rate levels 
for some traffic. Railroads prefer this 
method as it permits them to raise in- 
dividual rates as much or as little as 
suits their purpose. A second type is the 
percentage increase with specific maxima 
in cents per hundred pound between 
certain points. The third represents the 
so-called “flat” increase which applies a 


on cotton, citrus fruits, vegetables, and 
wool to which specific maxima applied. 

The fact that all railroad rates were 
raised proportionately on the bulk of 
agricultural commodities was of small 
comfort to the shipper located far from 
his market if competition existed closer 
to that market. The increases raised 
transportation costs of distant producers 
more than those nearer market points. 
Prior to this decision, a producer at 
Great Bend, Kansas had a seven cent 
per 100 pounds advantage over the pro- 
ducers at Williston, North Dakota and 
a 36 cent advantage over the Pullman 
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farmer into the Chicago market. Appli- 
cation of the 15 per cent increase re- 
sulted in an advantage of 7.1 cents for 
the farmer at Great Bend over his 
Williston competitor and a 41.7 cent 
advantage over the Pullman grower. 

In the case of oranges, competition 
between producers in Florida and Cali- 
fornia was so intense that a limit was 
placed upon the increases. Rates between 
Lake Wales, Florida, to the New York 
market were increased by a full 15 per 
cent, but increases between Los Angeles 
and New York were limited to about 13 
per cent since the maximum of 13 cents 
per hundred pounds applied on ship- 
ments between these points. In other 
words, application of the full percentage 
increase on oranges between Los An- 
geles and New York would have been 
over the maximum allowed. Conse- 
quently, the advantage of Lake Wales, 
Florida, over Los Angeles into New York 
increased approximately 9 cents rather 
than II cents per 100 pounds, which 
could have occurred under the straight 
percentage increase. 


The Outlook 


To the farm producer and shipper, the 
immediate question concerns whether or 
not the general level of railroad rates has 
now reached its postwar peak. There 
seems little likelihood of a further de- 
mand for rate increases in the near 
future, but neither should general rate 
reductions be expected, although rates 
on a limited number of commodities 
have been decreased and undoubtedly 
other selective adjustments will occur. 
To the specific producing or marketing 
areas involved, such reductions are im- 
portant, but the cumulative effect on the 
general rate level will be small. 

One important effect of the increases, 
as a result of the percentage method of 
application, lies in the manner in which 


one region is affected differently from 
competing regions. Differences in trans- 
portation costs on products shipped 
from alternative sources of supply to 
common markets have started a series 
of reactions which might continue for 
some time. One immediate result will 
probably involve a reduction of ship- 
ments to distant markets where such 
markets have alternate sources of sup- 
ply. A somewhat slower reaction but one 
which could have a significant bearing 
on future railroad finances and service is 
the diversion of traffic from rail to motor 
carriers. Part of this development has 
arisen because of lower highway rates, 
while some has occurred as a result of 
quality of service, accelerated by the 
growing interest of shippers in trans- 
portation problems. Although little is 
known qualitatively about demand elas- 
ticity for railroad service, the rate ad- 
vances applied thus far are producing 
ample evidence of the susceptibility of 
some agricultural traffic to diversion. 
Examples include rail traffic lost in to- 
bacco, fruits, vegetables, livestock, and 
dairy products. A large part of the rail- 
road transportation of these commodi- 
ties has been captured by private ve- 
hicles, a development likely to become 
permanent once begun. In view of the 
proposed highway expansion programs 
already initiated by many states, it 
seems reasonable to assume that this 
trend will continue unless the railroads 
attempt to recapture some of the traffic 
which could be profitably hauled at 
lower competitive rates. 

The growing competitive struggle be- 
tween railroads and motor carriers 
should act as a major restraint against 
further additional rate increases. Motor 
trucks have been able to obtain vir- 
tually all the traffic needed for their 
vehicles at rates which have been raised 
in harmony with each successive rail rate 
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advance. But since early 1949, the Class 
I interstate regulated motor carriers 
have apparently reached their postwar 
peak in volume handled, and while 
maintenance of high volume is favorable 
to them, it will not fully utilize the 
capacity of motor trucks, especially in 
view of the availability of new equip- 
ment. It is quite possible that motor 
carriers will prefer to reduce rates on 


ally withdrawing from more distant 
markets. Agricultural areas may find it 
more profitable to diversify their present 
output in order to gain the advantage of 
a more favorable short-haul competitive 
rate structure. However, these long- 
range adjustments will arise gradually 
and may not become important for some 
time. 

Over a longer period of time, the rail- 


Tasie IV.—Rario or REVENUE AND WHOLESALE VALUE AT DESTINATION OF COMMODITIES TRANSPORTED 
on Crass I Steam Raitways IN THE Unitep States, CALENDAR YEAR 1946 AND JuLY—-DEcEMBER 1946 


. Manufac- 
Wow Total Products of Products of tures and Less 
Mines Forests Miscel- Carload 
culture Products 
laneous 
1928 7.90 10.01 2.93 26.74 12.96 5.42 6.94 
1930 6.67 11.53 3.46 33-16 18.26 4.02 git3 
1933 10.66 13.67 6.99 35-95 21.12 6.30 9.19 
1936 8.47 9.57 4-15 30.44 15.38 5.51 8.46 
1939 8.43 12.24 4-59 28.29 13.78 5.30 8.33 
1941 7.26 10.25 3.93 29.12 12.65 4.66 7.27 
1946: 
Year 5.46 5.58 2.68 23.13 12.80 3.88 5.46 
July-Dec. 5.36 5.16 2.45 22.76 12.66 3-79 5.39 


Source: I.C.C, Bureau of Transport Economics and Statistics. Statement No. 4823. Washington, D.C., July, 


1948. 


competitive traffic rather than hold 
equipment idle. 

Another class of motor vehicles—those 
hauling non-manufactured agricultural 
products exclusively—also appears to 
have benefited by railroad rate increases. 
These carriers are exempt from rate 
control in interstate commerce and intra- 
state in some states, thus are free to 
bargain for each shipment. It may be 
expected that selective rate reductions 
by these carriers would follow those of 
regulated motor and rail carriers. 

Some long-run marketing develop- 
ments have appeared. Processors are 
leasing or buying branch plants located 
near consuming markets, thus avoiding 
long hauls on finished goods. Others are 
broadening commodity lines to maintain 
volume in nearby markets while gradu- 


agricultural problem involves the rela- 
tionship between the railroad rate level 
and farm income. A characteristic of the 
railroad freight level is its stability re- 
gardless of prevailing economic condi- 
tions, while historically agricultural 
prices have shown extreme fluctuation. 
Once general freight rate increases are 
imposed, the higher rate level tends to 
become permanent, and with the ex- 
ception of selective temporary rate re- 
ductions during depression years, no 
general rate level reductions have taken 
place since 1922. These trends may be 
illustrated by the data of Table IV, 
which shows the relationships of freight 
revenue to wholesale values at destina- 
tion of commodities transported on 
Class I Railroads. 

The data should be used only to in- 
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dicate the fluctuating ratios of freight 
revenue to value of commodities, not as 
an argument that rates are too high, too 
low, or unreasonable. While freight rev- 
enue increased substantially between 
the years 1941 and 1946, the value of 
commodities transported showed an 
even greater increase, resulting in a lower 
ratio of freight revenue to value. 

The first phase of the postwar rate 
level problem has now passed. The second 
will probably consist of selective rate 
adjustments on specific commodity 
movements. Producers and_ shippers 
should expect some rate reductions on 
trafic currently vulnerable to motor 
carriers, especially between points or 
areas where highway volume has been 
increasing. However, similar rate re- 
ductions on traffic “tied” to the rails 
appear quite unlikely, particularly on 
grains where “transit” privileges are 
significant. Rate reductions on long 
hauls may develop where competition 
among producers in different regions be- 
comes keen enough to persuade carriers 
serving one area to protect their volume 
by reducing rates relative to those of 
carriers serving competing producing 
areas. 

The total inter-city transportation bill 
in the United States during 1947 was 
estimated to be approximately $12 bil- 
lion which represented payments to all 
public carriers and a proportionate al- 
lowance to private trucks. About 26 per 
cent or $3 billion of this amount was 
considered to be the cost for transporting 
agricultural and related products, while 
farm food products cost approximately 
$2 billion. Railroad and motor truck 
charges for 1948 averaged about 17 per 
cent above the 1947 level and probably 
raised the national transportation bill for 
farm food products about $350 million 
Over 1947 expenditures. For 1948, trans- 
portation costs of all agricultural and 


related products exceeded that of 1947 
by approximately $500 million.” These 
figures indicate that probably as much 
as one-seventh of total costs of producing, 
transporting, and marketing food prod- 
ucts from farm to consumer is spent for 
inter-city transportation. 


Summary 


Determination of revenues adequate 
to provide proper service is the out- 
standing problem facing the nation’s 
railroads today. Good service at reason- 
able cost can be supplied the shipping 
public only if the railroads have sufficient 
capital to maintain and improve their 
facilities. As long as the present system 
of private ownership and operation con- 
tinues, the bulk of funds needed will 
probably come from private sources, thus 
sustained future earning power is neces- 
sary for the carriers to attract capital in 
competition with other forms of trans- 
portation and with other industries. _ 

Rising operational costs required in- 
creases in the rail freight level between 
1946 and 1949, and rate advances on 
agricultural products averaged slightly 
less than the overall percentage increase 
on all commodities. In some cases, the 
advances were of a nature which created 
competitive disadvantages to the long- 
distance shipper, while in others an at- 
tempt was made to hold down competi- 
tive hardships. In spite of the difficulty 
in measuring demand elasticity for 
transportation service, it seems that a 
substantial volume of agricultural rail 
trafic has been diverted to common, 
contract, and private water and motor 
carriers to an extent which could prove 
serious to the railroads in the future un- 
less railroad management gives more at- 
tention to the possibility of competitive 
rate scales. 


7U.S.D.A. Bureau of Agricultural Economics. Mar- 
keting and Transportation Situation. October, 1948. 
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In the long run, it may be expected 
that the relationship of freight rates to 
farm income will continue to be of 
major concern to agricultural shippers, 
especially in view of the anticipated 
falling trend of farm income when com- 
pared with a stable rate level. Future 
price declines, notwithstanding a long- 
term price support program, will tend to 
result in heavier railroad transportation 
burdens unless rates are reduced in line 
with declining farm income. 

The recent rate increases may be con- 
sidered as the first phase of the postwar 


rate level adjustment, and in spite of 
attempts to equalize competitive dif- 
ferences, discrimination tends to become 
more pronounced in the wake of general 
percentage advances. It is believed that 
the rate level cases have created a num- 
ber of unreasonable rate relationships 
and have raised charges above the levels 
some agricultural traffic can bear. For 
this reason, the second phase will un- 
doubtedly consist of selective adjust- 
ments on individual or group rates. 
Such adjustments may be expected to 
extend over many years. 
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»/ SELF-SERVICE MEAT RETAILING IN 1950 


SAM TEITELMAN 
Armour and Company 


o get basic information on food buy- 
eee habits, a survey was made of a 
representative cross-section of families 
in three large cities. While the three-city 
survey is not necessarily representative 
for the country, the results are nonethe- 
less of interest. The survey was made 
through a research technique which 
gives greater reliability than the usual 


type of questioning. Each day a set 
number of families (selected at random) 
were interviewed to determine what they 


‘did the previous day. They were not 


asked to try to remember what they 
did in a whole week. 

Chart 1 shows that a substantial per- 
centage of families buy meat, poultry, or 
fish every day of the week. Naturally, the 


SURVEY OF FOOD BUYING HABITS IN 
THREE LARGE CITIES * 


(BASED ON PERSONAL INTERVIEWS AMONG 1440 FAMILIES) 


100% 
DID NOT 
SHOP AT ALL 
FOR FOOD 
p------4 
BOUGHT FOOD 
BUT NOT 
MEAT, 

DID POULTRY 
OR FISH 
FOR. | soucHT 7 

MEAT, 

FOOD | pouttry F 
oR 7 
FISH 


% TOTAL POPULATION OF THREE CITIES - 148 MILLION 


Cuart I 
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GOOD MEAT DEPARTMENT IS ONE OF 
MOST IMPORTANT REASONS FOR 
SELECTING STORE 


(BASED ON PERSONAL INTERVIEWS WITH 1,440 
CONSUMERS IN 3 LARGE CITIES) 


MONDAY SHOPPERS GAVE THESE REASONS: 


Convenient Location 60% 
GOOD MEAT DEPARTMENT : 25 
Good Grocery and/or Produce Dept... 
Lower Prices 16 
Personnel 16 
All other reasons* 36 


TUESDAY- WEDNESDAY and THURSDAY were about the same as MONDAY. 
FRIDAY SHOPPERS GAVE THESE REASONS: 


Convenient Location 61% 
Good Grocery and/or Produce Dept... -—Ss 26 
Lower Prices 24 
GOOD MEAT DEPARTMENT 21 
Personnel 21 
All other reasons* 32 
SATURDAY SHOPPERS GAVE THESE REASONS: 
Convenient Location 44% 
Lower Prices 37 ~ 
Good Grocery and/or Produce Dept... 
GOOD MEAT DEPARTMENT 20 
Personnel 19 
All other reasons* 39 


* WCLUDES HABIT, CONVENIENT ARRANGEMENT, CONVENIENT HOURS, 
CREDIT, DELIVERY, PARKING SPACE, ETC. NONE OF THESE REASONS 
INDIVIDUALLY WAS AS IMPORTANT AS THE FIVE LISTED. 


CuHarT 2 


_ percentage buying peaks toward the end 


of the week. The amounts spent by each 
purchaser for food (including meats) is 
also—on the average—larger for week- 
end buying. 

But the facts still show that on 
Monday, on Tuesday, on Wednesday, 
and on Thursday, from 30 per cent to 
40 per cent of the families interviewed 
bought some meat, poultry, or fish. 


If we consider only those who had 
shopped for food as 100, then 60 or more 
out of every 100 families who had 
shopped each day bought meat, poultry, 
or fish. 

We also found out that from 35 per 
cent to 57 per cent of those who shopped 
each day bought fresh meats. The larger 
figure is the percentage who bought 
fresh meats on Saturday. 
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Customers Vote Meat Department 
Most Important 


In our three-city survey of food buy- 
ing habits we asked which of the depart- 
ments in the store consumers considered 
most important. Nearly 50 per cent con- 
sidered the meat department the most 
important single department in the 
store. No other department was men- 


where they did their shopping. Because 
interviews were made each day of the 
week we were able to isolate the reasons 
by shopping days. Chart 2 summarizes 
the reasons given for selecting the store. 
Note that one out of four Monday 
shoppers gave “‘good meat department” 
as the principal reason for picking the 
store where they do their shopping. 


THERE ARE NOW 2000 COMPLETE 
SELF-SERVICE MEAT STORES 


WO. OF STORES 
2000 + 


8 8 8 8 


15 


1983 


1945 1946 +1947 
FIGURES AS OF APRIL Ist EACH YEAR 


CuartT 3 


tioned by more than one-third of those 
questioned. 

We also approached the problem from 
another angle by asking for the most im- 
portant reasons for selecting the store 


Convenient location led all other rea- 
sons by a wide margin. This is under- 
standable because in many instances the 
shopper will choose a store that is con- 
venient if it is reasonably satisfactory. 
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A good grocery and produce depart- 
ment is also quite important in the 
choice of store, but even when we lump 
the answers for those who mentioned 
the grocery department and/or the 
produce department in one figure, it does 
not loom so important as the meat de- 
partment for the Monday shoppers. 

The reasons given by those who shop 


ment. The grocery and/or produce 
department were mentioned by 29 per 
cent. 

Convenient location is not nearly so 
important to the Saturday shoppers, and 
lower prices (presumably influenced 
largely by “specials’’) is given as a very 
important reason by Saturday shoppers 
for choosing a store at which to trade. 


NUMBER OF 100% SELF- 
16 


SERVICE MEAT STORES-BY STATES 


AS OF APRIL 1-1950 


5 
18 


CHART 4 


for food on Tuesday, Wednesday and 
Thursday were quite similar to the rea- 
sons given by the Monday shoppers 
so these results are not shown sepa- 
rately. 

We discovered some differences in the 
reasons given by Friday shoppers, but 
the greatest differences were found 
among the Saturday shoppers. One out 
of five Saturday shoppers mentioned a 
good meat department as the principal 
reason for selecting the store, a very 
strong showing for any one depart- 


2,000 Complete Self-Service Meat Stores 


As of April 1, 1950, there were ap- 
proximately 2,000 stores on a 100 per 
cent self-service basis in the meat depart- 
ment, compared with 878 one year ear- 
lier (Chart 3). 

The number of too per cent self- 
service stores has been growing at the 
rate of about 100 per month, and unless 
the current shortage of cellophane 
wrapping material continues or gets 
worse, we see no reason for slackening of 
the rate of growth. 
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GREATEST ACTIVITY IN SELF-SERVICE 
MEATS HAS SHIFTED TO THE NORTHEAST 


PERCENT OF TOTAL 
SELF-SERVICE MEAT STORES 


APRIL 1947 


APRIL 1948 


APRIL1949 © APRIL 1950 


Cuart 6 


Self-Service Stores by States 


As is shown in Chart 4, New York 
leads in the number of self-service meat 
stores, with 213, followed by Texas with 
150, Ohio with 140, Florida with 128, 
and Pennsylvania with 125. 

California with 111 is sixth. In 1949 
it was first. 


One-Third in 18 Metropolitan Areas 


Chart 5 shows the great concentration 
of self-service meat stores. Although 
there are self-service stores in many 


cities and towns throughout the country, 


the 18 metropolitan areas shown on 
Chart 5 account for one-third of the 
total. The New York metropolitan area 
has 130, Philadelphia 63, Miami 46, etc. 
The 22 shown for Chicago are outside 
the corporate limits of the city. Self- 
service has still not come into Chicago 
proper because of labor unions. 


Growth by Regions and by States 


Of the 2,000 self-service stores, one- 
third are in the Northeast and another 
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GROWTH OF 100% SELF-SERVICE 


MEAT STORES 


BY REGIONS AND BY STATES 
NUMBER OF 100% SELF-SERVICE MEAT STORES* 
REGIONS 1948 1949 «11950 
NORTHEAST 41 300___685 
MIDDLE WEST 29 155521 
SOUTHEAST 10 93 _____ 275 
SOUTHWEST 27 92 215 
PACIFIC COAST 47 137 145 
ROCKY MOUNTAIN 24 101 142 
TOTALS 118 878 1983 
STATES 
NEW YORK 15 86 213 
TEXAS 19 71 150 
OHIO 5 47 140 
FLORIDA 3 43 128 
PENNSYLVANIA we 58 125 
CALIFORNIA 40 
MASSACHUSETTS 97 
NEW JERSEY 7 
INDIANA 4 36 96 
MICHIGAN 6 17 79 
ILLINOIS 6 20 76 
TOTAL-izsmrées 120 595 1377 
OTHER STATES 58 283 ____ 606 


TOTAL-US. 118 +878 


% AS OF APRIL 157, EACH YEAR 


CHART 7 


one-fourth in the Middle West, as shown 
in Chart 6. In April, 1947, over one-third 
of all self-service stores were on the 
West Coast. In 1950 only g per cent were 
on the West Coast. 

The Northeast jumped from 41 com- 
plete self-service stores in 1948 to 685 in 
1950, as shown in Chart 7. The Middle 
West went from 29 to 521; and the 


Southeast and Southwest also expanded 
greatly. 

The Pacific Coast, on the other hand, 
showed very little expansion in self- 
service stores during the year. New self- 
service stores have sprung up in Cali- 
fornia, but because of reconversions and 
discontinuances, the total number in this 
state is about the same as it was 12 
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LARGE CHAINS HAVE BEEN 
MOVING MOST RAPIDLY INTO 100% 


PERCENT OF TOTAL 
S-S MEAT STORES 


100% 


80% 


SELF-SERVICE MEATS 


21%, 7% 197, 


- 


24%, 


APR.45 * APR.46 * APR.47 © APR.48 * APR.49 © APR'SO 


Vj LARGE CHAINS 


(sales over 120 million annually) 


(4 or more stores-salesless 25555 
than 120 


OTHER CHAINS 225. INDEPENDENTS 


million annually) 


Cuarrt 8 


months earlier. 

The 12 states listed separately in 
Chart 7 account for two-thirds of all 
self-service stores. 


Large Chains Moving Rapidly into Self- 
Service Meats 


As of April 1, 1950, one out of every 
two complete self-service stores was 
operated by a large chain. (See Chart 8.) 
Based on their announced plans, it is 


probable that these operators will con- 
tinue to account for an increasing pro- 
portion of all self-service stores. 

Small chains, doing less than 20 mil- 
lion dollars annually, have just about 
held their own and account for about 20 
per cent of all self-service stores. The in- 
dependents have not expanded nearly so 
fast as the large chains, and their pro- 
portion has dropped steadily from over 
three-fourths to less than one-third of 
all self-service stores. 
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MOST 100% SELF-SERVICE MEAT 
STORES ARE SUPERMARKETS 


PERCENT SELF- 


SERVICE STORES 
50% + 
40% 
30% = 
20% = 
96% 
10% 6.9% Y 


UNDER #1,000 
1,000 42,000 


12,000 6000 410,000 
6,000 10,000 &O0VER 


WEEKLY MEAT SALES 


WU: STORES 
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Most Self-Service Meat Stores Are Super 
Markets 


Approximately one out of every two 
self-service meat stores does a meat 
volume of $2,000 to $6,000 per week 
(Chart 9). If we take $4,000 in meats as 
an average, these stores would do a total 
food business of around $16,000 per 
week, or well over $750,000 a year. 

Twenty per cent have weekly meat 
sales of $6,000 to $10,000 and 14 per cent 
do $10,000 and over. These are all stores 
that will average well over a million 


dollars a year. Only 7 per cent of the self- 
service meat stores do less than $1,000 a 
week in their meat department, and 10 
per cent from $1,000 to $2,000. Inde- 
pendents make up most of the stores in 
these smaller-volume categories. 


Self-Service Stores Do 6 per Cent of Tota 
Retail Meat Business 


The 2,000 self-service meat stores rep- 
resent only 1 per cent of all food stores 
handling fresh meats, yet they do 6 per 
cent of the total retail meat business. 


| 
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: Chart 10 shows each geographic segment service costs less than service when all | 
hy proportioned toitsrelativeimportancein factors, including higher material costs, 
relation to total meat business. The pro- are taken into consideration. Gross 
portion of the total retail meat business profit is generally no better in self. 
done by complete self-service meat service. Then why are many operators 


SELF-SERVICE STORES DO 6% 
OF TOTAL RETAIL MEAT BUSINESS 


PACIFIC WORTH EAST 
COAST 
MOUNTAIN 
16% 
21% 
35 U.S. 
AVERAGE 
94%° \ 5.9% 
WEST 
95% 4.4% 
MIDDLE 
SOUTH EAST 
NOTE: 
Each geographic area is scaled to show its share of total U.S. retail meat sales 
Percentages in each segment indicate portion of meat sales done by Self-Service Stores. 
4 In , Self-Service Stores do 7.6% of the retail meat business in that region 
In Middlewest, 4.4% etc 
Cuart I0 


stores ranges from a low of 2.1 per cent moving ahead with self-service? The 
on the Pacific Coast to a high of 9.5 per answer is that self-service generally 
cent in the Southeast. Self-service stores brings increased sales in the meat de- 
do 7.6 per cent in the Northeast and partment, it often results in added 
4-4 per cent in the Middle West. volume in other departments, it usually 

improves the meat distribution rate 
Why Self-Service Keeps Growing ae cent meat sales to total), it de- 
There is no positive proof that self- finitely relieves the serious bottle-neck 
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PARTIAL SELF-SERVICE IS ANSWER 
FOR MANY SMALLER STORES 


( BASIS: ONE SELF SERVICE CASE) 


1. EQUIPMENT AND MATERIALS COST : 


One Display Case (Installed) ~ $1,400 
Materials and Equipment Needed wig 
Total Investment $1,671 
2. AVERAGE OPERATING COST (Assumes wo ADDITION 70 PERSONMEL): 
FIXED EXPENSES: PER WEEK 
Depreciation $3.00 
Maintenance 50 
Power 2.50 
Total Fixed Expenses $6.00 
VARIABLE EXPENSE: 

Supplies Per 1100 Sales $1.25 


3. YOUR GROSS PER WEEK ON PACKAGED PRODUCT: 


POUNDS OF 


PER CENT nny GROSS PROFIT: 


ITs 
N DOLLA 


PRODUCT COST GROSS 
587.50 117.50 
260 * 47 —20% 734.38 146.88 
1500 * 881.25 176.25 
INCLUDES: 


SMOKED MEATS, FRANKS, SAUSAGE, COLD MEATS, DRY SAUSAGE, CHEESE, 
AND SOME FRESH MEATS MAY ALSO BE ADDED, ESPECIALLY ON WEEKENDS. 
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at the meat counter during busy hours, 
it provides management with greater 
control over the meat department, and 
it is more in tune with modern super 
market merchandising methods. 
Competition is also an important 
factor, and many 100 per cent self- 
service stores are springing up because 
the “other fellow” has gone into it. 
Many customers like self-service be- 
Cause it saves time and because it is a 


convenient and easy way to shop. On the 
other hand, many still prefer to buy 
meats from the butcher, and not all 
customers who have been exposed to 
self-service meats have been entirely 
satisfied with their experience. 


Partial Self-Service Is Answer for Many 
Small Stores 


Many smaller dealers are wondering 
how they can take advantage of the 
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trend toward self-service meats despite 
the difficulties involved. Chart 11 shows 
that the smaller store can get into partial 
self-service meats with an investment 
for equipment and materials of about 
$1,700 (list price). Average operating 
cost is about $6 per week for fixed ex- 
penses and approximately $1.25 per $100 
of sales for packaging materials. We 
show no expense for additional personnel 
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on the assumption that the packaging 


¢ 


and filling of cases can be handled by | 


present personnel during slow hours. 

Gross profit will vary depending on 
the amount of product sold. For exam- 
ple, 750 pounds of product at a cost of 
47¢ a pound and a gross of 20 per cent 
would give the dealer $440 in sales and 
a gross profit of $88. 
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CAN MARKETING BE A SCIENCE? 
ROBERT BARTELS 


The Ohio State University 


CATTERED interests in marketing 
. theory have in recent years become 
sufficiently coherent that professional 
discussions and published writings have 
dealt with the subject. There yet prevail, 
however, diverse opinions concerning 
not only the content of such a theory but 
also concerning the meaning of the terms 
“theory” and “‘science” as they pertain 
to marketing. The language of science 
and philosophy has varied connotations 
even to seasoned students, and, as a 
consequence, it is not uncommon to find 
informed thinkers expressing opposing 
views as to the prospects of science or 
theory in marketing. It is more common, 
in fact, to find that many students of 
marketing have not formulated an 
opinion concerning the matter. 

That marketing is not more generally 
characterized as a science is the result of 
two factors. First, the objectives of 
science are not always achieved in 
marketing study. Second, while the goal 
of marketing inquiry has usually been 
to study marketing phenomena scien- 
tifically, it has not always been the in- 
tent of marketing men to evolve a science 
of marketing. At the present time, there- 
fore, many students of marketing are 
considering the methodology of science 
and the body of marketing knowledge 
for a resolution of questions concerning 
their relationship. It is to the considera- 
tion of some of the problems involved in 
the development of marketing science 
and theory that this article is devoted. 


OsjectIves oF SCIENCE IN 
MARKETING 


The presumption that marketing is, 
or ever could become, a science is one 


which is questioned by some critics, 
partly on the grounds of doubts con- 
cerning the scientific status of the social 
studies in general and partly on the 
grounds that marketing is too narrow a 
field of investigation to be regarded as a 
science. This criticism opens for recon- 
sideration an old question of whether the 
development of science is contingent 
primarily upon the nature of the subject 
studied, upon the method of analysis 
employed, or upon the definitive nature 
of the generalizations derived. 

It is generally recognized that the ob- 
ject of scientific inquiry is the derivation 
of laws or principles! which may serve 
as a basis for prediction, decision, and 
action. Prediction in any field of study, 
however, is possible only because of and 
to the extent of the uniformity of the 
phenomena studied. Because the condi- 
tions and events of physical nature are 
found to have a relatively high degree of 
uniformity, predictions concerning them 
are regarded as comparatively reliable, 
and the methods by which such phenom- 
ena have been studied have become 
the standard for scientific research. On 
the other hand, social phenomena, of 
which marketing activities are a part, 


According to Webster's Unabridged Dictionary, \aw 
and principle are defined as follows: 

Law—“A statement of an order or relation of phe- 
nomena which, so far as known, is invariable under the 
given conditions; as, the /aw of falling bodies; a /aw of 
heredity.” 

Principle—“A fundamental truth; a comprehensive 
law or doctrine, from which others are derived, or on 
which others are founded; a general truth; an elemen- 
tary proposition or fundamental assumption; a maxim; 
an axiom; a postulate. ...A settled rule of action; a 
governing law of conduct,.... Principle emphasizes 
the idea of fundamental truth or general application; 
Rule, that of more specific direction or regulation.” 
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are regarded as not possessing such a 
high degree of uniformity and, therefore, 
when studied by the so-called “ob- 
jective” methods of the natural sciences, 
as not providing the highly reliable 
generalizations with which science has 
been identified. This claim, of course, 
is founded largely upon the belief that 
human behavior cannot be predicted be- 
cause people independently “determine” 
their actions through reason and im- 
pulse. While this is true to some extent 
in individual cases, the stability of the 
behavior of groups and the tendency of 
individuals to conform to the group 
pattern constitute a uniformity suf- 
ficient for making valid and reliable 
predictions. 

The laws of science upon which pre- 
diction is based are generally recognized 
to be of two types, distinguished by the 
methods by which they are derived: 
namely, empirical? laws and theoretical? 
laws. The former have been commonly 
associated with “pure” science and with 
the application of the scientific method 
as it is used in the natural sciences. 
Theoretical laws, on the other hand, 
have been the more closely associated 
with the social sciences. 

Empirical laws are generalizations de- 
rived from an accumulated mass of 
evidence. Synthetic universal proposi- 
tions—which are often stated in a 
mathematical expression or in a simple, 
positivistic form of law—when stated in 
a high order of generalization, they are 
regarded as voidable by a single negative 
instance.‘ Such generalizations are sup- 


2 Empirical—“Depending on experience or observa- 
tion alone, without due regard to science or theory... . 
Pertaining to, or founded upon, experiment or experi- 
ence.” 

Empirical law—‘‘A generalization from experience; 
specif., a law arrived at by observation of cases.” 

8 Theoretical—“Pertaining to theory; depending on, 
or confined to, theory or speculation; speculative; ter- 
minating in theory or speculation.” 


posed to possess “objective validity”’ and | 
to be of the highest order of generality, | 
Being the outgrowth of the logic of 
scientific procedure, they are regarded 
as “strict,” physical, or causal laws. 
Theoretical laws, on the other hand, 
are in contrast to empirical laws in 
several respects. In the first place, they 
are essentially interpretations based 
upon presupposed notions and not upon 
tangible, measurable evidence. Theoreti- 
cal laws are rules of inference on the 
basis of which probability and predic. ° 
tion are warranted. In other words, the 
theoretical scheme of interpretation 
warrants or implies a relationship among 
phenomena which experience may not 
always confirm but which, if the theory 
is well framed, will generally be found to 
be plausible. The existence of a negative 
or contrary instance does not nullify or 
invalidate a theoretical law, for the law 
in the first place was not predicated upon 
any supposedly completely uniform as- 
pect of the phenomena. Such a law is 
frequently taken as a standard of be- 
havior or as a norm, rather than as an 
absolute explanation of behavior. 
Because both types of laws serve for 
predicting, it is conceivable that a 
science could consist of either or both 
types. That is generally the case. The 
natural sciences have been mainly em- 


4 Examples of prominent empirical laws of natural 
science are such as the following: 

Law of Gravitation: That the force of gravitation is 
proportional to the product of the masses of two bodies, 
and inversely proportional to the square of the distance 
between them. 

Law of Partial Pressures: That in a mixture of gases 
each gas exerts the same pressure that it would exert if 
it alone occupied the space. 

Law of Superposition: (Geology) That where there 
has been no subsequent disturbance, sedimentary 
strata were deposited in ascending order, younger beds 
successively overlying older beds. 

Snell's Law: (Optics) That the ratio of the sines of 
the angles of incidence and refraction is constant for all 
incidences in any given pair of media for waves of a 


definite frequency. 
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pirical, but in recent years they have 
come to embrace also a number of 
theoretical laws.® Contrariwise, generali- 
zations® in the social sciences have been 
typically theoretical, although with 
added evidence and refined methods 
generalizations of a more empirical 
nature are being made. By reason of the 
nature of generalizations which may be 
drawn concerning it, therefore, market- 
ing is no less qualified for recognition as 
a science than are other areas of social 
study. Granting, moreover, that theo- 


5 An example of a theoretical law in physics is the 
proposition presented by Einstein that mass times the 
square of the velocity of light equals energy. This has 
been confirmed, but the generalization is described as 
theoretical because the explanation of the origin of heat 
in the sun is theoretical—speculative. 

6 Although throughout this article the term “law” is 
applied to social generalizations in the social sciences 
rather than “principle” or “rule,” this is done mainly 
to preserve consistency of the concept of generalization 
that is being developed. In marketing, so-called 
“theoretical laws” are commonly regarded as principles 
and rules of action, although the term law is in a few 
instances applied. Such marketing generalizations as 
the following may be cited: 

That as income increases the percentage of income 
spent for food decreases; for rent, fuel, and light 
remains the same; for clothing remains the same; 
and for sundries increases (Engel’s Law). 

“That two cities attract retail trade from an in- 
termediate city or town in the vicinity of the break- 
ing point (the 50 per cent point), approximately 
in direct proportion to the populations of the 
two cities and in inverse proportion to the square 
of the distance from these two cities to the inter- 
mediate town” (Reilly’s Law of Retail Gravita- 
tion). 

Obviously, although these may be sound “laws” in that 
they generalize phenomena usefully, they are not like 
physical laws in that a single negative or contrary in- 
stance would destroy the reliability and validity of the 
generalization, as would be the case for laws such as 
those cited in Footnote 4. 

Still other examples of types of marketing generaliza- 
tions may be cited, the first illustrating a “principle” 
and the other two “rules of action”: 

That door-to-door selling by manufacturers’ sales- 
men is most likely to be successful when either 
(1) the product is of high unit-value or (2) a 
variety of products is offered to the customer. 

That the most valuable space in a retail store 
should be allocated to those departments with 
the highest sales possibilities. 

That layout must combine utility with eye appeal. 


retical as well as empirical laws con- 
stitute a science, social sciences have as 
much claim to the name as have the 
physical sciences. 

A science is judged, however, not only 
by the nature of its generalizations but 
by its subject matter and by the methods 
of investigation which it employs. In- 
volving as marketing does many sub- 
jective influences determining overt be- 
havior, both its material and its methods 
are at times questioned. Some critics be- 
lieve that scientific inquiry must be con- 
fined to objective facts and that sub- 
jective factors do not yield objective 
knowledge. Another group holds an op- 
posite viewpoint, contending that sub- 
jective factors can be reduced to scien- 
tific statement in law. The latter view- 
point, obviously, is the only one tenable 
if progress toward social science is ex- 
pected, and it is in accord with a state- 
ment by Aristotle to the effect that every 
science assumes its subject matter and 
does not give account of it. Subjective 
factors as well as physical phenomena 
may be the subject of science. 

It is a reasonable presumption, never- 
theless, to expect the methods of a 
science to be adequate for dealing with 
its subject matter. Some of the methods 
of the physical sciences have not proved 
equally useful in the social sciences, but 
the latter are not the less scientific be- 
cause of that. The effort of social sci- 
entists to plumb the depths of subjec- 
tivity and to understand other aspects 
of social behavior has led to the develop- 
ment of new methods, which, combined 
with older techniques adapted to the 
new needs, are gradually placing the 
study of marketing on a more scientific 
basis. 


Tue MEANING oF “ScIENCE”’ 


The object of inquiry into the meaning 
of “science” is to test the possible 
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breadth of marketing thought, thereby 
to invalidate the belief that marketing 
is solely a technique, or to sustain the 
contention that it has broad scientific 
and philosophic characteristics. What- 
ever it may be is not readily apparent 
in the mere evidence of marketing facts. 
Neither is it manifest in the common 
usage of scientific terms, for their several 
possible definitions are equivocal. 

Something of the breadth of market- 
ing thought can be determined by meas- 
uring marketing against such concepts 
as science, discipline, philosophy, and 
art, to ascertain whether marketing cor- 
responds to any one or a combination of 
these classifications. According to de- 
finitions given in Webster's Unabridged 
Dictionary, 


Science is “any branch or department of 
systematized knowledge considered as a dis- 
tinct field of investigation or object of study, 
...A branch of study which is concerned 
with observation and classification of facts, 
especially with the establishment of verifi- 
able general laws, chiefly by induction and 
hypotheses; .... Specifically, accumulated 
and accepted knowledge which has been sys- 
tematized and formulated with reference to 
the discovery of general truths or the opera- 
tion of general laws; knowledge classified 
and made, availablefjin work, life, or the 
search for truth”; 

Philosophy is “the science which investi- 
gates the most general facts and principles 
of reality and of human nature and conduct; 
.... The body of principles or general con- 
ceptions underlying a given branch of learn- 
ing, or major discipline, a religious system, a 
human activity, or the like, and the applica- 
tion of it; as, the philosophy of history, 
Christianity, or of business”; 

A Discipline is “that which is taught to 
pupils: teachings; learnings; doctrine....A 
subject that is taught; a branch of knowl- 
edge; also, a course of study”; 

Art is “‘a branch of learning; a science; 
especially, a science such as grammar, logic, 
or mathematics, serving chiefly as a disci- 


pline or as an instrument of knowledge; . . .. 
The general principles of any branch of learn- 
ing or of any developed craft; a system of 
rules or of organized modes of operation 
serving to facilitate the performance of cer- 
tain actions; .... Systematic application of 
— or skill in effecting a desired re- 
sult.” 


In the light of these definitions, mar- 
keting may be a science, discipline, or 
art. It is rarely regarded as a philosophy 
because it is not of the order of generality 
of philosophy; nevertheless, the expres- 
sion ‘“‘a philosophy of marketing’’ is 
sometimes heard, signifying usually a 
theory colored by a particular view- 
point. 

To regard marketing as an art empha- 
sizes the doing rather than the knowing. 
The art of marketing is the technical, 
professional, applicative aspect of the 
subject. Of the several concepts, it is the 
narrowest and least suggestive of the 
scientific character of marketing. 

The conception of marketing as a dis- 
cipline emphasizes the academic side of 
the subject. A discipline embraces less 
than a science, for science is the generic 
name for a number of disciplines. More- 
over, as a discipline, marketing like any 
“subject that is taught,”’ may be taught 
in a variety of ways with widely differing 
emphasis and integration. 

As a science, marketing consists of the 
body of knowledge of distribution, with 
its methodological concomitants of the- 
ories, laws, principles, and concepts. 

If marketing is to be so regarded as a 
science, the study of it both in form and 
content must correspond to the stand- 
ards of science in the social realm. First, 
the objective of observation and in- 
vestigation must be the establishment 
of general laws or broad principles, not 
merely settled rules of action or operat- 
ing procedures. Second, prediction made 
possible through the development of 
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laws should be of social import and not 
merely institutional application. Third, 
theory and hypotheses employed in pre- 
diction and in the drawing of further in- 
ferences should be useful for the exten- 
sion of knowledge as well as for guiding 
administrative means toward profitable 
ends. Fourth, abstractions as well as 
concrete facts should be used in the ex- 
planation of marketing phenomena. 

The fact that marketing is held not 
yet to have attained the status of a 
science raises a question of whether this 
is attributable to the relative newness of 
the study or to inherent characteristics 
of the subject matter. The progress 
which has been made in understanding 
marketing gives hope that continued 
scientific research would ultimately re- 
sult in the development of a science. 
Such confidence is confirmed by the 
statement made by Karl Pearson that 
the unity of all science lies not in its 
materials but in its methods. Neverthe- 
less, some characteristics of marketing 
need further consideration relative to 
this point. 

Unlike other areas of the social sci- 
ences, marketing is in some respects not 
the “distinct field of investigation” 
which is by definition requisite for a 
science. It is true that the technical 
aspects of marketing are now a distinct 
field of study and application, but the 
scope of such technical knowledge is 
more characteristic of a trade or pro- 
fession than of a science. On the other 
hand, when the broader aspects of 
marketing are considered, from which 
general principles, theory, and perhaps 
laws may be formulated, it is seen that 
marketing is in reality a combination of 
parts of a number of other disciplines and 
sciences. Marketing is particularly a 
phase of economic activity; its motives 
and means being economic, it is an in- 
tegral part of the general science of 


economics. Marketing knowledge, how- 
ever, is also derived from psychology, 
sociology, accounting, law, production, 
engineering, and political science, in ad- 
dition to being drawn from experience 
in the institutional and functional as- 
pects of marketing. The scientific stu- 
dent or practitioner of marketing on a 
broad scale must know the fundamental 
principles of all of those areas of thought. 
The principles or laws of marketing 
must express the interrelationships of 
those areas. 

Because of this amorphous nature of 
marketing, some students believe that 
the only scientific aspects of marketing 
are those broad aspects which, they 
claim, are indistinguishable from eco- 
nomics. Perhaps the same may also be 
said of monetary and labor theory and 
of other branches of economics as well. 
If that were the case, laws and principles 
of marketing would be essentially and 
only laws of economics. Notwithstanding 
this limiting view, when proper recog- 
nition is given to the prominent eco- 
nomic function performed in distribu- 
tion and to the unique position, among 
the various branches of economic theory, 
which marketing holds in relation to 
other social disciplines, marketing may 
reasonably be regarded at least as a 
child in the family of social sciences. 

This regard, however, is warranted 
only insofar as the knowledge of market- 
ing becomes systematized and formu- 
lated with reference to the discovery of 
general truths of the operation of general 
laws. Like all sciences, its raison d’etre 
should be not for the sake of knowledge 
alone, but that through the interrelated 
principles, laws, and theories of the 
system prediction, direction, and control 
of social import will be made possible. 


ScrENCE IN MARKETING LITERATURE 
If it is admitted that the subject of 
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marketing lends itself to scientific state- 
ment, one may reasonably inquire to 
what extent the marketing literature 
now presents the subject as a science. 
It will be remembered that the formal 
study of marketing is only about fifty 
years old and that during the past half 
century all that is known objectively as 
marketing has been evolved—on the one 
hand, from extensive observation of 
marketing phenomena, and on the other 
hand, from a small number of economic 
deductions concerning trade activity. 
The literature published during this 
period has expanded from a handful of 
books in two or three fields to a library 
of volumes in the institutional, func- 
tional, and policy aspects of marketing. 

In any field of scientific study, it is 
obviously impossible for the entire body 
of scientific knowledge to be presented 
in any one volume or even in a set of 
volumes. Many of the newest scientific 
contributions are not quickly reduced to 
writing, and the rate of current reporting 
is so swift that many studies could at 
best be but briefly mentioned. Some 
areas of investigation are the subject of 
specialized literature. On the other hand, 
the fullest, and at the same time the most 
concise, statements of a science are usu- 
ally found in the general texts in the sub- 
ject. If they are well written, such works 
serve not only to acquaint the reader 
with the scope and general structure of 
the subject, but they present the essential 
laws and principles of the subject. Conse- 
quently, while no one book and perhaps 
no one part of the total literature may 
present an entire science, or even all of 
the important individual contributions, 
in the general works on the subject one 
may expect to find the best evidence of 
the scientific status of the study. 

So in the field of marketing one may 
expect to find in the general writings the 
best evidence of the over-all development 


of the subject as a science, notwithstand- 
ing the fact that many important in- 
dividual contributions are not repre- 
sented therein. Rarely is the work of any 
single individual indispensable to the 
whole field of a science. On the other 
hand, if the systematized body of knowl- 
edge has not been brought together in a 
general statement, that in itself is sym- 
tomatic of the stage of development of 
the study. 

Throughout the marketing literature 
one may observe evidences both of the 
scientific methodology which has char- 
acterized the study and of the generali- 
zations formulated through the study. 
There are numerous evidences of ob- 
servation, definition of terms, classifica- 
tion of data, experimentation, and scien- 
tific analysis, all of which are essential 
to the development of science. 

The marketing literature indicates 
that there has been very wide observa- 
tion in the study of the subject. In fact, 
some of the earliest studies of marketing 
were based upon observation, for pioneer 
teachers in the field were insufficiently 
acquainted with distributive activities 
without resort to first-hand observation 
to speak or write intelligently of it. They 
actually accompanied commodities to 
the market in order to observe what be- 
came of them and how and by whom 
they were handled. They talked with 
merchants and observed the behavior of 
consumers as well as of distributors. 
Much-repeated practices became re- 
garded as behavior patterns, and from 
such patterns of activity generalizations 
were made. So prevalent, in fact, has 
been research by observation in market- 
ing studies that one might almost think 
that investigators looked for empirical 
laws of market behavior. 

Along with observation, research in 
marketing has also been characterized 
by conscious definition of terms and 
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concepts. Choice of the term “market- 
ing,” identification and definition of 
furictions, institutions, channels, and the 
like have been methodological problems 
to which much attention has been given 
by writers, both individually and col- 
lectively. 

Classification of data, too, has been 
an important methodological function in 
the study of marketing. Among the 
numerous phenomena classified have 
been the following: types of consumers, 
markets, wholesale and retail establish- 
ments, marketing functions, buying 
motives, commodities and services, chan- 
nels of distribution, policies, and prac- 
tices. If the sorting of experiences by 
types and classes is an essential step in 
the formulation of scientific laws, the 
study of marketing has been properly 
distinguished by this activity. 

Experimentation, as a method of 
scientific discovery, has also character- 
ized the study of marketing, although 
the social nature of the subject does not 
lend itself to experimentation as a means 
of verifying definitively assumed hypoth- 
eses or of demonstrating with great 
exactitude the terms of marketing law. 
Social behavior does not lend itself well 
to experimentation, because the numer- 
ous variables cannot be closely controlled 
and social situations cannot be dupli- 
cated. Nevertheless, experimentation has 
had increasing application in some phases 
of marketing research. 

There is little reason to doubt, there- 
fore, that scientific methods have been 
employed in the formal and informal 
study of marketing. On the other hand, 
the employment of such methods does 
not necessarily evolve a science, al- 
though it may yield a body of operating 
principles. Judged from the character of 
generalizations produced—their narrow- 
ness, their simplicity of statement, and 
their variability—marketing study can 


scarcely be said to have attained scien- 
tific status, at least as it is shown in the 
more general works in the field. 

One criticism which may be made of 
marketing thought expressed in the 
general writings is that it is more de- 
scriptive than theoretical or even ana- 
lytical. That is inevitable in the early 
stage of scientific investigation, for 
many facts and repeated narratives are 
necessary for establishing the uniformity 
of market behavior. Facts are always 
important, but theories or theoretical 
laws (explanations) are indispensable to 
the development of science. Inductive, 
experimental study may yield satisfying 
generalizations, but without theoretical 
speculation there is no answer to the 
question of science ““Why’’? nor is there 
a basis for prediction. 

Theorizing has not been entirely ab- 
sent from the marketing writings, but it 
has been subordinated to descriptive 
material. Undoubtedly this relative em- 
phasis on facts betrays a lingering pre- 
occupation among marketing writers 
with technical aspects of marketing and 
a neglect by them of its broader reaches. 
On the other hand, merely to aggregate 
unrelated theories does not advance a 
science, for the essence of science is 
system, order, and coherence in the body 
of knowledge. 

The objective, and the inevitable re- 
sult, of much of the past inquiry into 
marketing has been the development of 
rules of action rather than broad general- 
izations. The bulk of the marketing 
literature is of a technical nature dealing 
with retailing, wholesaling, advertising, 
credit, marketing research, and the like. 
Examination of books in any such field 
reveals traditional frameworks overlaid 
with a descriptive veneer designed to tell 
“chow it is done and how it can be done 
better.” Craftsmen rather than general 
marketing theorists are trained with 
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such works. Functions and institutions 
are sometimes introduced in their socio- 
economic position, but the treatment of 
that aspect of the subject is usually 
brief. 

General texts do not go so far in 
stating rules of action; they concern 
themselves usually with the statement 
of “principles.” The statement of mar- 
keting principles has long been an objec- 
tive of basic marketing inquiry. When 
general works on marketing were in their 
early years of development about 1920, 
the term “‘principles” found its way into 
text titles and it has prominently re- 
mained there ever since. In recent years, 
even those who have professed to write 
of marketing principles have been re- 
appraising the concept, for it is recog- 
nized that what have passed for prin- 
ciples have often been but rules of action. 
In very few instances, however, were the 
so-called principles set forth even as 
boldly as the few in economics texts have 
been. Consequently, even this degree of 
scientific generalization has been more 
often implied than expressed. 

There is little wonder that the concept 
of laws in marketing should be practi- 
cally non-existent. It is true that the dig- 
nity of “law” has been associated with a 
few géneralizations, such as those con- 
cerning retail trade gravitation, but 
they only serve to illustrate the fact 
that marketing scientists’ concept of law 
relates it to the fact-gathering type of 
research which in the physical sciences 
has led to the statement of empirical 
laws. By reason of the nature of market- 
ing phenomena, accumulated evidence 
can yield at best only very tentative 
generalizations. Inasmuch as real theo- 
rizing has been generally neglected by 
students of marketing, generalizations 
worthy of recognition as marketing laws 
are extremely rare in either the general 
or specialized marketing literature. 


A ScieNcE OF MARKETING 


Interest in the development of a 
broader science of marketing is in part 
the result of the appearance of marketing 
problems which the present body of 
knowledge is incapable of solving. The 
present body of knowledge and known 
principles have served useful purposes 
and will continue to do so. But their use- 
fulness has been primarily institutional, 
for the solution of private problems. 
Such problems continue to exist and 
require perhaps even better information 
than has theretofore been available. 
However, with the elevation of market- 
ing practice above a level of strictly 
competitive interests, and with the 
emergence of social interests in market- 
ing beyond its technical application, old 
principles no longer furnish the guidance 
needed in new situations. Consequently, 
for prediction and guidance on a broader 
scale, perhaps even in public policy de- 
termination, laws of such scope and in- 
tegration are called for as would com- 
prise a science of marketing. 

What such a body of information 
would be like is not easy to foretell. Yet 
by analogy to existing sciences and by 
analysis of the subject matter of market- 
ing itself, something of its constitution 
may be known. Possessing the character- 
istics of a science, it would be a systema- 
tized body of knowledge, broad and 
general in scope yet adaptable to the 
solution of varied problems. Possessing, 
however, as it does, the unique charac- 
teristics of a field overlapping the areas 
of other social sciences, a science of 
marketing would necessarily appropriate 
some of their pertinent laws. Arising out 
of empirical evidence as well as proceed- 
ing from theoretical assumptions, it 
would provide generalizations of both 
inductive and deductive origin and of 
both general and technical scope. The 
laws of marketing would be mainly 
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theoretical rather than empirical, be- 
cause of the difficulty of duplicating 
social conditions experimentally or of 
reaching such conclusions that no nega- 
tive instance would violate without de- 
stroying the usefulness of the law. 

Every science has what may be re- 
garded as its core and its periphery—in 
other words, the essential subject matter 
of its inquiry and the scope of its exten- 
sion in different but related directions. 
For example: 


Physics is the science of the world of in- 
animate matter, especially motion; it com- 
prises the related sciences of mechanics, heat, 
electricity, light and sound, radiation, and 
atomic structure; 

Chemistry is the science of the composi- 
tion of substances and the transformations 
which they undergo; it comprises the fields 
of physical, organic, inorganic, analytical, 
biological, physiological, electro, pharma- 
ceutical, and industrial chemistry; 

Geology is the science of the earth; it com- 
prises the sciences and disciplines of paleon- 
tology, petrology, physiography, and stratig- 
raphy, as well as historical, physical, eco- 
nomic, glacial, structural, and dynamic 
geology; 

Sociology is the science of the origin and 
evolution of society, or of the forms, institu- 
tions, and functions of human groups; 

Economics is the science that investigates 
conditions and laws affecting the production, 
distribution, and consumption of wealth, or 
the material means of satisfying human de- 
sires. 


Technically, marketing bears to eco- 
nomics a relation similar to that of 
mechanics to physics. Marketing is that 
field of study which investigates the con- 
ditions and laws affecting the distribu- 
tion’ of commodities and services. It is 
the institutionalized function of pro- 


7 Distribution is here used to mean the movement 
of goods and services from producers to consumers 
and not the apportionment of the fruits of production 
among the contributors thereto, as that term is em- 
ployed in economic theory. 


viding consumers with goods for their 
use. Its core or focal point lies in the 
area of its institutional framework and 
of its more or less technical aspects, in- 
cluding types of institutions, compara- 
tive competitive advantages, costs, 
pricing practices, functions, policies, 
channels, and the like. Its perimeter, 
however, embraces portions of such re- 
lated sciences and disciplines as the 
following: 


Economics: price theory, institutional in- 
fluences, income distribution, theories of 
scale of operation, monopoly, competition, 
monetary factors, finance facilities; 

Psychology: rationale of choice in purchas- 
ing, individual behavior, prejudices, motives, 
incentives, utility, and satisfaction; 

Sociology: group behavior, expenditure 
patterns and habits, population and its 
shifts, group mores; 

Law: legislative history, theory, and 
philosophy, fairness, competition, legal pro- 
cedure; 

Political science: forms of government as 
means to ends, administrative agencies, gov- 
ernment intervention, taxation; 

Production and engineering: materials, 
processes, and types of production; 

Accounting: theories and techniques of ac- 
counting. 


The science of marketing, accordingly, 
may comprise any number of theories,® 
each treating the explanation of some 
aspect of the science. Some theories may 


8 Theory—“The result of contemplation; hence, an 
analysis or explanation;... The general or abstract 
principles of any body of facts real or assumed; ...A 
general principle, formula, or ideal construction, offered 
to explain phenomena and rendered more or less plaus- 
ible by evidence in the facts or by the exactness and 
relevancy of the reasoning; ... A plan or scheme theo- 
retically constructed. A hypothesis offered as a basis of 
thought on a given subject; loosely, any idea, guess, etc., 
put forward to be accepted or rejected in seeking the 
explanation of some condition, occurrence, or the like. 
... In scientific usage, a hypothesis is a provisional con- 
jecture regarding the causes or relations of certain 
phenomena; a theory is a hypothesis which has under- 
gone verification, and which is applicable to a large 
number of related phenomena,” 


a 
irt 
ng 
of 
he 
vn 
eS 
| 
al, 
1S. 
nd 
on 
le. 
>t- 
ly 
he 
>t- 
Id 
ce 
y; 
er 
| 
n- | 
f 
et 
vy 
t- | 
a- 
id 
he ff 
of 
te 
it 
it 
-h 
of 
ly | 


328 


THE FOURNAL OF MARKETING 


be narrow and simple, dealing with per- 
haps a technical phase of the subject. 
Others would be more comprehensive, 
relating to topics of broader scope and 
more general import. As theory, how- 
ever, such expositions would possess a 
conceptual framework and be not merely 
a compilation of classified observations 
described as self-evident facts. Mental 
perception of related attributes of mar- 
keting phenomena precedes the classifica- 
tion and definition of evidence. To 
students of such thought, the classifica- 
tions or conceptions are likely to appear 
obvious and tangible and be taken for 
granted. For example, “channels” of dis- 
tribution, “convenience” goods, “agent”’ 
middlemen, “rational” buying motives, 
price “schedules,” and the like originally 
were—and still are—conceptions,°® 
ideas, and not material facts. 

By relating pertinent aspects of sev- 
eral concepts one may arrive at a state- 
ment of marketing principles. Again for 
example, a principle of channel deter- 
mination may be suggested as follows: 
the channel of distribution tends to be 
relatively longer for goods of low unit 
value, small size, general consumption, 
and staple nature, which are bought 
frequently and habitually by large 
numbers of people. Also: the distance 
which goods tend to travel to market is a 
direct function of the difference between 
price differentials in two markets and 
the costs of transportation between 
them. Study of any aspect of marketing 
proceeding from conceptual premises and 


® Conception—“The act or process of forming the 
schematized idea or notion of a thing, or the idea or 
notion formed....Any idea or notion, or thought- 
formation, whether accompanied with belief in the 
reality of its object or not. . . .” (“Conception is the act 
of grasping together two or more attributes into the 
unity of thought which we call a single concept.” 
Bowen) 


generalized in the form of basic prin- 
ciples, if carried to a stage of sufficient 
development would constitute a theory. 
The consistent integration of broad 
theories would constitute, in turn, the 
science of marketing. 

The evolution of marketing science 
must be the joint contribution of men 
working not only in marketing itself but 
in the related social sciences. Those who 
are most intimately associated with 
marketing facts will formulate general- 
izations based upon their experiences; 
students of other social and economic 
conditions will in their own fields do 
likewise and will reach conclusions per- 
tinent to marketing which marketing 
specialists may refute, challenge, or in- 
corporate into their own thinking and 
body of knowledge. Marketing theorists, 
in contrast to marketing technicians, 
will endeavor to integrate and to balance 
in a systematic body the knowledge 
stemming from observation and investi- 
gation, on the one hand, and from theo- 
retical deductions, on the other. 

When such a development of thought 
takes place in the study of marketing, it 
may be expected to appear in writings 
as general works on marketing. Their 
difference from existing general texts 
on the subject would lie mainly in view- 
point and approach. The viewpoint 
would be characterized by interest in 
application of the knowledge mainly to 
problems of broader than technical or 
institutional scope. The approach would 
be admittedly from sound theory as well 
as from tested facts. The product would 
be an integrated statement of principles 
and laws which, while not incontro- 
vertible as natural empirical laws are, 
would be sufficiently stable to explain 
marketing conditions and activities in 
a broad and long-run scale. 
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Marketing Notes 


A PITFALL IN CLUSTER SAMPLES 


N important factor usually over- 
looked in consumer surveys of 
brand preference and brand usage is the 
variation in availability of different 
brands from one part of the community 
to another. Failure to consider this factor 
is sometimes reflected in the indiscrim- 
inate use of cluster samples in brand 
surveys. Use of a cluster sample (four or 
five interviews concentrated in one sam- 
ple block, four or five in another sample 
block a half mile away, etc.) more or less 
implies that if brand A is sold in twice 
as many total outlets as brand B, then 
throughout the community brand A is 
supposed to have twice the availability 
of brand B. It implies that the same re- 
lationship between the two brands holds 
everywhere, so that it is just as well to 
interview in a cluster of five houses close 
together as at five scattered houses. 
However, distributions of outlets for 
brands A and B do not always have such 
a consistent pattern. It may happen that 
the cluster points in the sample fall at 
random too heavily in the neighborhood 
of outlets for one particular brand. Es- 
pecially where convenience plays an im- 
portant part in consumer habits, such an 
unbalanced distribution of clusters can 
prove disastrous to attempted measure- 
ments of brand preference and usage. 
Because convenience is a major factor in 
the purchase of such varied products as 
ice cream, beer, and gasoline, cluster 
samples may be particularly misleading 
for these items. The problem also ex- 
tends into grocery and drug items, where 
different chain stores push different 


brands, since convenience largely deter- 
mines which store is patronized by peo- 
ple living in a given area. 


Illustration 


A pair of recent surveys of gasoline 
buying habits in a large western city 
illustrate this weakness of cluster sam- 
ples in measuring brand usage. These 
surveys point up the fact that the con- 
cept of a filling station on every other 
corner, with a brand A station usually 
just across the street from a brand B 
station, is far from correct; and that 
cluster samples of gasoline purchasers 
consequently lose much of their sup- 
posed efficiency. 

Each survey was based on 450 per- 
sonal interviews with car owners, taken 
in go clusters. The center points for the 
90 clusters in the first survey and the go 
clusters in the second survey were se- 
lected independently. The same sam- 
pling devices were used each time—a 
randomizing area selection grid applied 
to a detailed street map of the city. 
Results of the two surveys on the ques- 
tion on brand of gasoline usually pur- 
chased were as shown on the next page. 
At first glance the results shown may 
seem reasonably consistent, but the 
shifts in the first two brands are sizeable. 
Brand A is shown to have a § percentage 
point increase in five months. The sharp- 
est difference appears for brand B, which 
appears to have suffered a drop of 6 
percentage points, or about a fourth of 
its January total—a highly important 
change for that company, if correct, and 
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January ‘Fune gives remarkable correspondence with 
percent percent the January results for the two brands: 

Brand A 37 42 June June 
Brand B 21 15 f 
Brand C 6 6 January (un- (after 
Brand D 6 5 weighted) weighting) 
Brand E percent percent percent 
Brand F 4 4 Brand A 37 42 37 
Brand G 3 3 Brand B 21 15 20 
Brand H 3 3 In other words, it would be possible, 
Brand I 2 4 under the assumption that brand usage 
met 8 . 3 is determined by nearness to filling sta- 
tions, to reach the conclusion that there 
had been no shift in brand usage be- 


a totally unexpected change at that. 
Had the 450 interviews in each survey 
been taken in 450 separate locations in- 
stead of in go clusters, a difference as 
large as this 6 per cent would occur by 
chance only 2 times in 100. 

Consideration of this drastic apparent 
drop in brand B’s share of the market 
brings up the question of how the ran- 
domly selected cluster points in the two 
surveys may have fallen with respect to 
brand B stations. Plotting the station 
locations on the map reveals that al- 
though 28 of the go cluster points in the 
January survey were within a half mile 
of brand B stations, only 21 in the June 
survey came that close to brand B sta- 
tions. Conversely, in the January survey 
only 44 of the cluster points had been 
within a half mile of brand A stations, 
whereas 51 of them fell that close to 
brand A stations in June. 

Changes this great (7 each way) in the 
number of cluster points falling near to 
brand A and brand B stations would 
normally occur in paired samples of go 
cluster points about 25 per cent of the 
time, so the two samples are not par- 
ticularly freakish. Nevertheless, these 
few changes could be enough to explain 
the supposed shifts in brand usage. 
Weighting the June results to correct 
for changes in cluster point locations 


tween the two surveys. Thus, chance 
variations in the locations of cluster 
points might be the only reason for the 
apparent 6 per cent drop in brand B 
users. 


Problems 


Two problems present themselves in 
the above experiment. The one that is 
simpler of solution is to determine trends 
in brand usage. All that would be re- 
quired to improve the approach for trend 
measurement is to have the two samples 
as nearly duplicates as possible. Cluster 
samples would not necessarily be ruled 
out for a trend study. In fact, exactly the 
same people could be reinterviewed ex- 
cept for the possibility that the first 
interviews might in some way make 
them unrepresentative for the second 
interviews. Or, at the same cluster 
points the first survey could be con- 
ducted among residents in even-num- 
bered addresses and the second survey 
in odd-numbered addresses. This use of 
the same cluster points would have 
standardized the two samples so far as 
nearness to different kinds of service 
stations was concerned. 

The second and more difficult prob- 
lem, that of determining the absolute 
share of the total market for each brand, 
is the one which prompted this paper. 
The existing distribution of the market 
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by brands could not have been deter- 
mined, except with a high margin of 
error, by taking either of the go cluster 
samples. Stratification before selecting 
the cluster points is not likely to solve 
this problem either. Although stratifica- 
tion is a useful procedure in many other 
cases, the idea of stratifying by nearness 
to filling stations becomes exceedingly 
complicated when five or more brands 
are under consideration, with their dif- 
ferent combinations, varying degrees of 
overlap, and variety of possible dis- 
tances. 

This, therefore, represents a situation 
where it might be better to forsake the 
cluster sample entirely and to devote 
the same budget to a sample of individ- 
ual and unclustered addresses, even 
though increased cost per interview 
meant reducing the over-all total number 
of interviews in the sample. The prob- 
lem of measuring shares of the market 
would be solved because the estimate of 
error could rightfully be based on the 
total number of interviews, without hav- 
ing to take the cluster point complica- 
tions into consideration. For determina- 
tion of trend, car owners next door or 
across the street from those in the first 
sample could be interviewed with assur- 
ance that nearness to stations was the 


same in both surveys. 

While this illustration has been based 
on gasoline brand usage, its implications 
are of wide general applicability. When- 
ever block samples, route samples, or 
other methods which tend to concen- 
trate interviews in groups or clusters, 
are being considered for consumer sur- 
veys, it is important to find out the part 
that convenience may play in buying 
habits and whether the different brands 
actually do have uniformly widespread 
availability. If convenience is a factor 
and outlets are spotty (which is fre- 
quently the case), then the cluster sam- 
ple may prove inefficient. 

Ice cream, beer, gasoline, grocery, and 
drug items were mentioned earlier among 
possibly unfit subjects for cluster sam- 
ples. As neighborhood shopping centers 
become more common, as downtown 
department stores spread their outlets 
into the suburbs, as banks open more 
branches, as neighborhood convenience 
comes more into play, the cluster sample 
approach may decline in efficiency for an 
increasing number of products and serv- 
ices. 

Frank J. CHOKEL and 
STANLEY L, Payne 
Special Surveys 
Cleveland, Ohio 


COMMENTS ON ALDERSON’S INDEX OF SORTING BALANCE 


ROE ALDERSON has characterized 

W the basic function of wholesaling 
as that of providing an “intermediate 
sort,” and proposed an index to measure 
its efficiency.! This writer considers the 
concept of the intermediate sort one of 
the finest statements of marketing func- 
tions yet expressed—simple, expressive, 


1 Wroe Alderson, “Scope and Place of Wholesaling in 
the United States,” JouRNAL OF MARKETING, XIV 


(Sept. 1949), 145-55. 


and applicable to all types of distribu- 
tion systems, competitive or collectiv- 
istic and all shades in between. The fol- 
lowing is a comparison of Alderson’s 
index and of some alternatives to it. The 
discussion is illustrated by data from six 
Chicago wholesalers. 


Concepts OF INDEXES OF WHOLESALING 


Alderson proposed the index of sorting 
balance to measure the efficiency with 
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which a wholesaler serves as an inter- 
mediary between producers and retail- 
ers. This index is defined as the ratio of 
the item flow of a wholesaler to the com- 
bined total number of his suppliers and 
customers; item flow is measured by the 
number of invoice lines on orders. The 
higher the ratio the better job the whole- 
saler is doing. 

The chief objection to this index is 
that it is affected, as Alderson points out, 
by three different factors: number of 
products handled by the wholesaler, 
number of customers, and frequency of 
order by the average customer. Conse- 
quently, the index is ambiguous unless 
it can be shown that these three factors 
vary together and in the same direction. 
Otherwise, many different combinations 
of these factors may exist, all yielding 
the same index.’ 

There are at least two other ways of 
calculating the effect of wholesalers upon 
the number of transactions that would 
be necessary between suppliers and re- 
tailers: one based upon the numbers of 
these groups, and a second based upon 
the item flow between the wholesaler 
and its suppliers compared to the item 
flow between the wholesaler and its 
customers.’ If there are X retailers and 
Y manufacturers in an area and each 
retailer stocked at least one item manu- 
factured by each manufacturer, it would 


2 One makes an appraisal of an index by looking at 
the data which go into it and the formula by which 
these data are reduced to a single index value. For an 
index to be high in quality, the object to be measured 
must be clearly defined, the data be relevant to the 
issue, the index formula, itself, not introduce distortions 
into the data, and variations in the index value be sus- 
ceptible to only one conclusion. See Hans Zeisel, Say It 
with Figures (New York: Harper & Brothers, 1947), 
chap. VII. 

* The indexes presented by this writer (and Alder- 
son’s too) are essentially quantitative. No attempt is 
made to identify items and compare the specific items 
on orders. All data are numbers—numbers of invoice 
lines (without caring how many units an invoice line 
represents) and numbers of suppliers and customers. 


take XY transactions to distribute the 
goods from the manufacturers to the 
retailers. Now when a wholesaler is used, 
X orders are placed with him by the 
retailers and he, in turn, places Y orders 
with his suppliers, the manufacturers; 
this process now requires X+Y trans- 
actions to distribute the same amount of 
goods. The ratio XY/X+Y might be 
called the index of transactional effi- 
ciency, and measures the reduction of 
the number of transactions brought 
about through the use of the wholesaler. 
The larger the number of suppliers and 
retailers, the larger the size of this index 
number. 

This index of the wholesaler’s trans- 
actional efficiency assumes that each 
retailer would buy from each manu- 
facturer, and the number of items bought 
would be the same for each transaction. 
Since this is a gross simplification, a more 
realistic estimate of the effect of whole- 
salers upon transactions should deal 
with the actual item flows between 
manufacturers, the wholesaler, and the 
wholesaler’s customers. The wholesaler’s 
traditional function of breaking bulk 
reduces the number of transactions be- 
tween retailers and manufacturers be- 
cause the wholesaler orders only once 
for several orders by a retailer. The ratio 
of the number of invoice lines on retail- 
er’s orders to the number of invoice lines 
on the wholesaler’s orders, in a given 
time period, is suggested as an index of 
bulk breaking. The higher the index, the 
more the wholesaler buys in large ene. 
ties and sells in small units. 

It can be seen that the first of the two 
proposed indexes deals with the material 
in the denominator of Alderson’s index 
of sorting balance (numbers of suppliers 
and retailer customers); the second deals 
with the numerator of his index (item 
flows). 

A third index to be suggested by this 
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writer might be called an assembling 
index. This is calculated by dividing the 
average number of invoice lines on re- 
tailers’ orders by the average number of 
invoice lines on the wholesaler’s orders 
to its suppliers. If this index is greater 
than unity, the wholesaler is likely to be 
selling the retailer assortments from 
several suppliers. If the index is smaller 
than unity, the wholesaler is concen- 
trating upon the functions of storage 
and breaking bulk. 


RESULTS OF RESEARCH 


The writer had his students collect 
data on item flow, number of orders, and 
numbers of suppliers and customers from 
a selected group of wholesalers. The 
data thus obtained are summarized in 
the accompanying table. Values of the 
various indexes of wholesaling efficiency 
discussed above are also presented for 
each wholesaler; these figures are all 
rounded to avoid giving a feeling of ac- 
curacy which the original data cannot 


Basic Data AND CALCULATED INDExEs OF WHOLESALE Erriciency ror S1x Cu1caco WHOLESALERS 


Manufac- Retailer- Mail- 
turer's Owned Order 
Type of Operation Service Service Sales Service Coopera- Whole- 
Branch tive saler 
Kind of Business Liquor* Liquor Liquor® Automotive Guin — 
BASIC DATA 
Approximate annual sales volume $6 ,000 000 | $2,600,000 | $11,600,000 | $1,500,000 | $8,000,0004 | $140,000 
Number of suppliers 40 10 3 325 472 164 
Number of orders to suppliers, annu- 
ally 480 120 72 6 ,goo 24355 984 
Annual total number of invoice lines 
on orders to suppliers 3,840 960 3,096 ,000 11 ,637 2,263 
Number of customers 3,510 2,175 7,827 21 ,000° 503 775 
Number of customers’ orders annu- 
ally 182,520 26,100 81 ,936 46 , 800 68,750 1,285 
Annual total number of invoice lines 
on customers’ orders 547,560 104,400 262,188 210,600 | 1,800,074 9,766 
Number of items handled 320 246 121 3,500 2,230 183 
Av. annual frequency of customers’ 
orders 52 12 10 2 137 2 
Av. number of invoice lines on cus- 
tomers’ orders 3 4 3 5 26 8 
Av. annual frequency of orders to 
suppliers 12 12 24 a1 5 6 
Av. number of invoice lines on whole- 
saler’s orders 8 8 43 10 5 2 


INDEXES OF WHOLESALE EFFICIENCY 


Index of Sorting Balance 150 
Index of Transactional Efficiency 40 
Index of Breaking Bulk 140 
Index of Assembly 


48 33 10 1,846 10 
10 3 318 244 135 
109 84 3 155 4 
“5 +07 “5 5 4 


* Operates only in Cook County because exclusive franchise for three brands of whiskey is for this area. 

> Operates on franchise only within Greater Chicago area. 

* Sales territory consists of Cook, Lake, and Du Page counties, Illinois. 

4 Sales data for all merchandise including produce, rest of data excludes produce. 

® 7,000 customers are called upon by salesmen, 14,000 solicited by mail only, The one-third of accounts solicited by sales- 
men produce 60 per cent of total sales. 

! Data are for 1947; all others are for 1949. 
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sustain. It was found that wholesalers 
were either unable or unwilling to give 
complete information; the data are 
either guesses on the part of the execu- 
tives or extrapolation from samples 
drawn by the students. However, it is 
felt that these data are adequate for pre- 
liminary comparison and discussion.‘ 
The data are drawn from four types of 
wholesale operation and four kinds of 
business. Only for liquor is it possible 
to compare indexes for different types of 
operation handling the same line of 
merchandise. Comparison of the data on 
the operations of the liquor wholesalers 
reveals that the manufacturer’s sales 
branch has lower values than the two 
full-service wholesale merchants on both 
Alderson’s index of sorting balance and 
the writer’s suggested index of transac- 
tional efficiency. Alderson’s index reflects 
the fact that the customers of the full- 
service wholesalers order more fre- 
quently than do those of the manu- 
facturer’s sales branch. The index of 
transactional efficiency is sensitive to 
the fact that the manufacturer’s sales 
branch has fewer suppliers than the full- 
service merchants. The three liquor 
wholesalers are alike in that there are 
many more invoice lines on the average 
order they send to their suppliers than 
on the average order they get from cus- 
tomers. The two full-service wholesalers 
show higher indexes of breaking bulk 
than does the manufacturer’s sales 
branch; i.e., from a given shipment of 
merchandise from their suppliers, they 
fill more orders to retailers than does the 
manufacturer’s sales branch.® 


4 The writer wishes to thank the following students 
for collecting the basic data: S. Balzekas, Jr.; T. R. 
Buenz; R. T. Dillon; H. E. Hohl; E. Majka; J. M. 
McGowan; R. E. O’Connor; J. H. Rabinovitz; R. F. 
Serafinowicz. 

5 Further research is needed on the optimum size 
of the index of bulk breaking; it is obvious that when a 
wholesaler breaks into the original shipping containers 


The indexes of transactional efficiency 
are higher for the other three kinds of 
business than for the liquor wholesalers 
because of the larger number of suppliers 
and customers of the grocery, hardware, 
and automotive wholesalers. The num- 
bers of suppliers apparently are greater 
because of the greater number of items 
handled by the grocery and automotive 
wholesaler. The number of customers 
was greater for these three other lines of 
business because the liquor wholesalers 
all operated within territorial restric- 
tions, usually being confined to Chicago 
and its suburbs. Alderson’s index of 
sorting balance is very high for the re- 
tailer-owned grocery wholesaler which 
has a large number of customers buying 
very frequently and ordering a large 
number of items each week.® The mail- 
order hardware wholesaler and the auto- 
motive wholesaler both show low values 
on the breaking bulk index—they have 
to order an item from their suppliers, 
on the average, after three or four orders 
from their customers for that item. The 
two last-named wholesalers also show 
the lowest values on Alderson’s index of 
sorting balance because their customers 
buy far less frequently than do those of 
the other four wholesalers studied. 

The manufacturer’s sales branch has 
the lowest value on the index of assem- 
bling; there are fourteen times as many in- 
voice lines on an average order he sends 
to his plants than there are on an 
average order one of his retail cus- 
tomers sends to him. The two wholesale 
merchants in this kind of business 
have assembling indexes much higher 


of his stock, his warehouse handling costs will rise 
sharply. 

6 Many nationally advertised items are drop-shipped 
by the cooperative warehouse directly from the manu- 
facturer’s closest sales branch to the individual re- 
tailers. These drop-shipment orders raise the average 
frequency of orders by the retailers. 
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than the manufacturer’s sales branch 
but still less than unity. This is prob- 
ably due to the fact that they have 
exclusive franchises for liquor brands and 
buy extensively from their relatively few 
suppliers. Of the six wholesalers, the 
retailer-owned grocery wholesaler does 
the best job of bringing together items 
from various sources of supply for its 
customers, followed closely by the mail- 
order hardware wholesaler. 

The indexes of breaking bulk and as- 
sembly are not uncorrelated since they 
both use as basic data the item flow to 
and from the wholesaler in a given time 
period. However, the index of assembly 
also takes into consideration the relative 
frequencies of ordering by the whole- 
saler and its customers. Thus it is pos- 
sible for the liquor manufacturer’s sales 
branch to have a relatively high bulk- 
breaking index and by far the lowest 
value on the assembly index. 

In considering how well a wholesaler 
serves his customers’ needs, one can de- 
termine the proportion of the whole- 
saler’s stock represented on his custom- 
ers’ average order. If this is done, the 
twenty-six lines on the average order 
from the grocery cooperative wholesaler 
loses its impressiveness, because this is 
only slightly more than one per cent of 
the items in stock. The mail-order hard- 
ware wholesaler was apparently doing 
the best job on this basis and the auto- 
mobile wholesaler the worst; their aver- 
age orders represented 4.4 and .3 per 
cent of their items in stock, respectively. 


ConcLuDING COMMENT 


The discussion in this paper has been 
entirely in terms of totals and averages. 
Obviously, a wholesaler could do a better 
job of analyzing his operations if he used 
this kind of data for each item. But item 
data are difficult to obtain, and compli- 
cated even for the wholesaler with a 
completely mechanized inventory con- 
trol and billing system. In the research- 
er’s heaven, it would be possible to make 
a frequency distribution of customers by 
percentage of items bought and a fre- 
quency distribution of items by percent- 
age of customers buying them. Thus one 
could pick out, immediately, the whole- 
saler whose stock is well adapted to his 
customers’ needs and the wholesaler 
whose stock is not; the individual whole- 
saler could identify the item desired by 
only a few of his customers and those 
bought by many. 

Because the institutions of wholesal- 
ing are complex and perform a variety of 
functions, a general over-all index such as 
Alderson’s will not suffice to measure 
variations in efficiency. Several indexes 
based more directly on the wholesaler’s 
functions are proposed to be used to- 
gether to help analyze a wholesaler’s 
operations. To Alderson must go a great 
deal of credit for his seminal notion of 
the intermediate sort and his original 
index of sorting balance. 

SEYMOUR Banks 
De Paul University 
Chicago, Illinois 
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THE BASEMENT-STORE CUSTOMER 


HE purposes of this article are to dis- 
tan some findings of a recent 
study of a Philadelphia department 
store, to examine their usefulness to 
management, and to suggest the general 
feasibility of such customer research. 

Details of the purchase records of 
1,164 credit customers were analyzed 
and later a mail questionnaire was sent 
to these customers which produced 423 
usable returns.’ The facts secured from 
store records and customers confirm the 
general pattern of shopping actions re- 
ported in a previous article.? The facts 
also reveal the importance of shopping 
habits to individual departments and 
store divisions. This article focuses upon 
the basement store. 


The Tradition of Basement Store Opera- 
tions 


Traditionally the basement store has 
been a means by which a carriage-trade 
store broadens its markets by attracting 
a separate and lower-income group of 
customers. By layout, by decor, by sepa- 
rate promotion, by separate organiza- 
tion, and by other means a sharp, even 
competitive, distinction still is made be- 
tween the two divisions of nearly all de- 
partment stores. 

Over the years vendors (aided and 
abetted by department stores) have 
tended to specialize by price lines, so 
that one buyer, it is claimed, no longer 
could buy all the price lines carried in 
both upstairs and basement depart- 


1A study made by the Marketing Research Classes 
of the Wharton School, University of Pennsylvania, in 
cooperation with the store’s research staff. The writer, 
who supervised the project, and the research director 
of the store are permitted to release the basic findings 
in this form; but no report will be published. 

2D. F. Blankertz, “Shopping Habits and Income,” 
THE JOURNAL OF MARKETING, V. XIV, no. 4, (Janu- 
ary, 1950), pp. 572-578. 


ments. Customers, it is claimed also, 
would not accept in one department the 
full range of prices exhibited by two 
separate departments. The separation 
basically rests on the assumption of two 
separate customer groups. Although 
store executives speak of customers being 
differently ‘“‘price-minded” they really 
seem to mean income differences. Be- 
cause all merchandise carried upstairs 
may not be stocked in the basement, 
customers, it is assumed, will “come up” 
to buy these nonduplicated lines. But the 
woman who buys, say dresses, or sheets, 
or her husband’s shirts, in both the up- 
stairs and basement departments of the 
same store is supposed to be a rare ex- 
ception. 


The Facts of Basement Store Operations 


Store records prove the actual situa- 
tion to be far different. Exclusively up- 
stairs buyers are fewer and less desirable 
than had been believed.* During 1949, 
it is true, 32 per cent of the customers 
made all their purchases in upstairs de- 
partments. Most of these were customers 
who seldom came to the store. Records 
for the full two-year period of 1948-49 
showed that only 18 per cent of the 
customers bought entirely upstairs. 
Surely these were the good customers? 
On the contrary, 63 per cent of the ex- 
clusively upstairs patrons bought less 
than $1 weekly, compared with only 23 
per cent of all other customers. But 
surely these customers—a dispropor- 
tionately large number of whom had 
high incomes—contributed many large 
accounts? Again the answer is unex- 


3 Strictly speaking, all facts given here pertain only to 
the credit purchases of open-book credit customers. 
Other evidence, however, gives assurance that the con- 
clusions are reasonably accurate for both cash and 
credit business. 
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I.—Distripution or Purcuases 1n Store A, 


BY Income Groups, 1948-49 


Per Cent of Purchases in 


Per Cent of Customers, by Income Groups (1949 Incomes) 


Under $5,007 All 
$3,000 & Over Incomes 

100 and ° ° ° ° 3 
99-60 and 1-40 74 3-9 3.2 5.4 
59-40 and 41-60 13.0 7-9 5.4 10.2 
39-20 and 61-80 24.0 21.0 18.3 22.3 
19-10 and 81-90 18.5 16.6 12.9 17.9 
5 and 91-95 8.4 14.9 14.0 12.4 
4-1 and 96-99 13.9 17.1 12.9 13.2 
° and 100 14.8 18.8 33-3 18.3 
100.0 100.0 100.0 100.0 


Note: Per cent of store customers in each income group from lowest to highest incomes: 28.1, 47.4, and 24.5. 


The last column includes 9 per cent of customers with incomes unreported. 


pected; of the 10 per cent of accounts 
which were the largest in the store, these 
exclusively upstairs buyers contributed 
only 1 in 9. 

Most surprising, it was found that 
there are few “basement customers” as 
such. During 1949 only 2 per cent of all 
customers purchased exclusively in the 
basement. For 1948-49 only 3/1oths of 
1 per cent did so. As is shown in Table I, 
the basement store gets its business not 
from a separate group of customers, but 
by getting a share (usually relatively 
small) of the purchases made by the 
majority of all store customers. 


A General Pattern? 


An important question is whether or 
not these results are a special case true 
only of the particular store studied 
(Store A). From the answer given to a 
questionnaire by customers of the store 
(83 per cent of whom patronized com- 
petitor B, 83 per cent competitor C, 
and 66 per cent competitor D during 
1949) it would appear to be a general 
pattern in Philadelphia; and at least one 
other large store in a mid-western city 
discovered the same pattern. 


Tasce IJ.—Purcuasinc 1n Four DEPARTMENT 
Stores By Store A CusTomMeERs, BY 


Income Groups, 1949 


Under $3,000- $5000 All 
Patronized $3,000 $5,000 & Over Incomes 

Store A 
Upstairs Only 26 55 60 48 
Basement Only 7 3 
67 
100 100 100 100 

Store B 
Upstairs Only 27 52 62 48 
Basement Only 4 4 ° 3 
Both 69 44 38 49 
100 100 100 100 

Store C 
Upstairs Only 23 40 53 39 
Basement Only _10 5 ° 6 
100 100 100 100 

Store D 
Upstairs Only 28 45 47 42 
Basement Only 18 9 3 9 
100 100 100 100 


In evaluating Table II it will be noted 
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that customer claims differ from re- 
corded facts. Several factors help to ex- 
plain the discrepancies: prestige factors, 
differences between total patronage and 
credit records, and random fluctuations; 
probably most of the difference results 
from failing to distinguish between 
“nearly all” and “absolutely all” in the 
questionnaire. For Store A the differ- 
ences are: Purchase Upstairs Only: Claim 
48 per cent, Actual 32 per cent; Pur- 
chase Basement Only: Claim 4 per cent, 
Actual 2 per cent, and Purchase in Both: 
Claim 48 per cent, Actual 66 per cent. 


Forgotten Customers 


The number of customers who shop 
both store divisions is much larger than 
management had thought. More impor- 
tant, their actions are far different than 
was believed. Although purchases of the 
same commodities both upstairs and 
downstairs is not the rule it is far from 
being an exception. Moreover, the cus- 
tomers who so mix their patronage are 
as a group the biggest and best custom- 
ers the store has. These forgotten cus- 
tomers want to buy in wider price lines 
and assortments than are offered in 
either the upstairs or basement depart- 
ment only. 

By distance, advertising, selling prac- 
tices, and other means such mixed pa- 
tronage actually is discouraged. No clerk 
for example, ever suggests that a cus- 
tomer difficult to please look at the 
stocks of the “competitive” department. 
Management supports such action, be- 
lieving too that women stick to price 
ranges. Yet mixed buying is the normal 
behavior of a large group of good cus- 
tomers. An example is afforded by store 
records on the facts about the purchase 
of men’s furnishings (Table III). The 
situation revealed is the typical situation 
existing for basement departments and 
their upstairs counterparts. 


Taste II].—Purcuases or MEn’s FurnisHINGS 
1n Store A, 1948-49 


Per Cent Per Cent 


Customers Buying in: of Cus- of Busi- 
tomers ness 
Upstairs Department Only 51 35 
Basement Department Only 12 5 
Both Departments 37 60 


Of all Store A credit customers, 67 
per cent bought some men’s furnishings 
during the two-year period. Of these, as 
is shown in Table III, 37 per cent bought 
in both departments and bought 60 per 
cent of all furnishings sold. That they 
were, indeed, good customers is sug- 
gested by the fact that they averaged 6.4 
purchases while other patrons averaged 
2.7 purchases. 

The conclusive proof of the value to 
the store of mixed patronage, however, 
is discovered when analyzing each de- 
partment separately. In the case of 
men’s furnishings, the upstairs buyer 
gets $0 per cent more business in his de- 
partment from the average patron mix- 
ing her patronage than he does from his 
“loyal” customers who never patronize 
his competitor downstairs. But these 
purchases do not harm the basement 
buyer. He gets 39 per cent more business 
in his department from the mixed patron 
than he does from his “loyal” customers 
who never buy men’s furnishings up- 
stairs. Certainly store executives must 
give serious consideration to catering to 
customers as important as these rather 
than putting bars in the way of their ac- 
complishing such shopping actions. 


Department Patrons by Income 


It was thought that many individual 
departments had a highly specialized 
appeal, as, for example, silverware for 
families with higher incomes and work- 
clothes for families with lower incomes. 
Actually a far better generalization 
would be that each department gets 
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close to a cross-section of store custom- 
ers, however many customers in total 
each department attracts. Table IV 
shows the distribution of customers for 
Taste IV.—DeparTMENTAL PatronaGE 1n Store A, 


Per Cent or Customers, BY INCOME 
Groups, 1948-49 


Departments Under $3,000- $5,00r 
Largest: $3,000 $5,000 Incomes 
I 31 48 21 100 
2 (basement) 34 45 21 100 
3 29 50 21 100 
4 28 50 22 100 
5 30 53 17 100 
Extremes: 
a 21 49 30 100 
b 22 48 30 100 
c 46 44 Io 100 
d 29 61 10 100 
Store-Wide 28 47 25 100 
Average 
Department* 28 2 20 100 


* Due to upper-income customers patronizing fewer 
departments than middle-income customers. 


the largest departments in Store A and 
for the departments with the most ex- 
treme variations. 


UsEFULNESS OF CUSTOMER DaTA 


Far more than has been realized, 
knowledge of merchandise and trial 
and error merchandising has supplanted 
knowledge of customers. To know dollar 
sales, transactions, and FRB index num- 
bers is valuable, but it is not the same 
thing as to know customers and their 
habits. Such customer knowledge, it 
seems evident, can become one of the 
most useful of tools to management. A 
few of the potentialities may be men- 
tioned briefly. 

1. Policy Decisions. Knowledge of how 
many customers, of what kinds, and 
with what frequency shop store divi- 
sions, classifications, and departments 
can aid in determining basic policies. 
Where patronage of upstairs and base- 
ment divisions is as mixed as in Store 
A, for example, a policy of unifying 
operations seems indicated, as by reor- 


ganization of buyers’ responsibilities, 
joint advertising and promotions, or 
changes in emphasis. 

2. Departmental Adjustments. Analysis 
of customer purchases can provide valu- 
able indications of what departments 
should be added or dropped from base- 
ment operations, or how much space and 
effort should be given to departments, 
based on their contributions of drawing 
power. Evidence available suggests that 
customer analysis can be a valuable ad- 
junct to traffic studies in the location of 
departments. 

3. Price Lining. An analysis of cus- 
tomer purchases by price lines can go far 
in explaining the desirability or undesir- 
ability of duplicating price lines in dif- 
ferent departments and the results of 
price lining in attracting numbers and 
types of customers. Such analysis, there- 
fore, can show new opportunities as well 
as showing ways of reducing the present 
large investment in duplicating invento- 
ries. 

4. Selective Promotion. Although de- 
partment stores have abandoned, or 
minimized, the use of selective promo- 
tion, while manufacturers have increased 
its use, customer analysis suggests new 
possibilities. In Store A from 70 per cent 
to 85 per cent more customers patronize 
the average department in two years 
than do in any one year, a clue to making 
mailing lists. Departments vary widely 
in developing repeat business, one hav- 
ing 65 per cent of its patrons as repeaters 
(and buying 89 per cent of all goods 
sold), and another having only 30 per 
cent as repeaters (buying 56 per cent of 
goods sold). Moreover, retailers are as 
subject to the business rule of concentra- 
tion as anyone, and should aim some 
promotions only at heavy buyers. In store 
A, for example, 3 per cent of customers 
buy 64 per cent of the goods sold in one 
department, and 6 per cent buy $9 per 
cent of the goods in another. 
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5. Related Goods. Analysis of customer 
purchases can be used to evaluate de- 
partment locations and price lines for 
related goods. Knowing how many 
customers of what kinds buy what items 
together can provide valuable clues to 
merchandising. 

6. Sales Events. The attraction of 
store-wide or departmental events to 
regular customers can be evaluated by 
customer analysis. Store A, for example, 
discovered that half of all credit cus- 
tomers never bought anything (at least 
on credit) during any large promotional 
event in 1949. 


Feasibility of Credit Record Research 


Retailers selling largely on credit are 
fortunate in having in their records the 
raw data on customers which manu- 
facturers must spend many thousands 
of dollars annually to secure. A random 
sampling of customers, punch card tabu- 
lation of data, and analysis of findings 
are relatively simple. With new Census 
data (block statistics) available in the 
near future no survey of customers by 


interview or mail questionnaire will be - 


needed to get income data. Thus with a 


statistical operation of less complexity 
than that used to collect the massive 
records on sales and transactions or in- 
ventories, management can be provided 
with numerous tools for evaluating and 
adjusting operations to the realities of 
market actions. 

No such easy means, of course, are 
available for assessing sales for cash, 
which would invalidate some studies, 
call for special studies in other cases, 
and decrease the value of such analysis 
for those departments with large cash 
sales. 

Many marketing researchers have 
been convinced for a long time that re- 
tailers were ignoring great opportunities 
by failing to apply known techniques to 
their operations. Except for some chains 
and a few department stores, the surface 
of research possibilities has been merely 
scratched. In the belief of the writer the 
analysis of store records offers one of the 
most fruitful beginnings of retail re- 
search. 

D. F. BLANKERTz 
University of Pennsylvania 
Philadelphia, Pennsylvania 


ON TEACHING STATISTICS TO MARKETING STUDENTS 


HE importance of statistics in the 

marketing curriculum has by now 
gained wide acceptance. This acceptance 
is reflected in the growing number of 
colleges and universities offering special 
courses in statistics as applied to market- 
ing or business problems, and in the in- 
creasing emphasis placed on statistics in 
marketing and marketing research 
courses. Unfortunately, however, only 
the largest schools are able to hire skilled 
statistical workers for teaching these 
statistics courses, and even in these 
schools the teachers of the marketing 
research courses are not required to have 


much background in statistical tech- 
niques. Quite often, elementary statistics 
courses in business in the smaller schools 
are assigned to one of the members of 
the marketing staff with no special apti- 
tude for, or knowledge of, statistics. 
These practices would seem to contain 
at least three main pitfalls. One is that 
since most of these people do not know 
statistics very well they are likely to im- 
part fallacious ideas to the students. 
This danger is particularly present in 
marketing and marketing research 


courses because of the fact that the sta- 
tistical sections of almost every ele- 
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mentary text in the field are woefully 
inadequate. This is especially the case 
with sampling theory, which is taught 
at the most elementary level, and which 
is riddled with misconceptions even in 
the statistical texts. To cite one exam- 
ple, at the present time most introduc- 
tory texts still assert that the number of 
people from each stratum of a stratified 
sample should be in proportion to the 
relative size of that stratum in the popu- 
lation. 

A second pitfall is that because statis- 
tics is assigned to these people more or 
less as an extra duty, few of them have 
the time or the inclination to keep up 
with the latest developments in the field. 
The result is that these developments 
are usually omitted from such courses 
even though some of them may be of 
fundamental importance. The revolu- 
tionary sequential method of sampling, 
for example, has not been mentioned in 
any elementary text to date. That pur- 
posive samples may be designed on a 
probability basis is another fact of which 
most people are unaware. 

The third pitfall arises from the more 
or less automatic block, in the minds of 
most people not used to mathematical 
symbols, against the use of formulas. 
This block is readily passed on to stu- 
dents, many of whom possess little resist- 
ance to the adoption of such an attitude. 
This is most unfortunate, for statistics 
without formulas is about as useful as a 
car without wheels. Formulas are the 
medium through which the efficiencies 
made possible by statistical analysis are 
effected. Essentially, formulas represent 
a different language, and as with any 
other language their mastery requires a 
fair amount of study and practice. There 
is no need for a marketing major to learn 
how to derive such formulas, just as 
there is no need for a student majoring 
in literature to learn how to speak 


French fluently. Nevertheless, a reading 
knowledge of French is highly useful to 
the latter and is far easier to master. 
Similarly, all a marketing major needs 
is the ability to apply and understand a 
formula once it is given to him, and this 
is a surprisingly easy thing to learn. 

This block against statistical formulas 
can be largely eliminated by impressing 
the student with the fact that statistical 
analysis, as expressed through the ap- 
plication of formulas, is one of the most 
valuable tools available in marketing in- 
vestigations. The ability to use this tool 
does not require its complete mastery, 
just as one does not have to be a car- 
penter in order to cut wood. But after 
some instruction in the proper use of a 
saw, one is less likely to cut his finger in- 
stead of the wood. 

Where statistics is taught in a market- 
ing course, usually in marketing research, 
the instructor is almost invariably faced 
with an additional difficulty arising from 
a lack of coherence between the business 
statistics course and the marketing 
course. This lack of coherence is ex- 
pressed in various ways. Little or no at- 
tempt is made to coordinate the statistics 
taught in the marketing research course 
with the content of the elementary 
statistics course. Often the statistics 
course is not a prerequisite for the mar- 
keting research course. And in many 
schools marketing research students are 
not even required to take a course in col- 
lege algebra. The result is that the sta- 
tistics taught in marketing research is 
generally at the most elementary level 
and is simply a repetition of part of the 
content of the elementary statistics 
course. 

In view of the limited resources of 
many schools, what can be done about 
this situation? For one thing, a review of 
the ability of each such school to hire a 


person with a good statistical back- 
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ground may be in order, with an eye to- 
ward the possible benefits that might be 
obtained to offset the monetary costs of 
such a step. One such benefit is derived 
from the impression of greater compe- 
tence made by marketing graduates of 
the college when they enter the business 
world. A new member of a sales research 
department who is unable to work out a 
correlation between company sales and 
industrial production not only injures 
his own standing but also that of the 
school from which he came. Even though 
statistical work may be only an occa- 
sional consideration, as is the case in 
most marketing positions, the graduates 
of a college known to provide a good 
statistical background will generally be 
preferred to those of a college not having 
such a reputation. In this connection it 
is interesting to note that in a survey of 
marketing research practitioners statis- 
tics ranked second as the college course 
they felt was most beneficial to their sub- 
sequent careers. 

Another source of benefit is the aid 
that such a person can give to other 
members of the marketing department. 
Many, if not most, marketing studies 
require an analysis of statistical data at 
some stage or other. By serving in a 
consulting capacity on such studies, a 
marketing statistician can not only assist 
in improving and carrying out the analy- 
sis but can often find means of simplify- 
ing or speeding up the work. Though 
this may not show up immediately in 
dollars and cents, it nevertheless con- 
tributes to the standing of the marketing 
staff, and hence to that of the college as 
a whole. This, incidentally, suggests a 
means of financing the employment of a 
marketing statistician that is sometimes 
overlooked; namely, by hiring a person 
on a part-time teaching basis and a part- 


1 David J. Luck, “Education for Marketing Re- 
search,” JOURNAL OF MARKETING, October 1949, p. 389. 


time consulting basis. If the school is 
located in a large city, industry analysts 
can, of course, be hired on a part-time 
teaching basis only. 

A second possible solution, and one 
that deserves a great deal more consider- 
ation than has been given to it in the 
past, is the idea of guest lecturers. Many 
schools may not be able to afford an ex- 
penditure of $4,000 or $5,000 a year to 
employ a qualified statistical marketing 
man, but few schools would find it diffi- 
cult to scrape up $150 to $250 to bring 
such a person in for a week or so each 
year—or even each semester—and have 
him give a series of lectures to marketing 
students on the application of various 
phases of statistics in actual marketing 
studies. Of course, the student will not 
acquire a working knowledge of the sub- 
ject by this method, but at the least he 
should obtain some idea of the practical 
problems involved and of the statistical 
techniques which are most appropriate 
for particular types of situations. 

The use of guest lecturers is also emi- 
nently suitable for regular marketing or 
marketing research courses. It provides a 
means whereby a specialist in a particu- 
lar field can be brought in to describe his 
work, the problems he encounters, and 
how he goes about solving them. It is 
most unfortunate that the large univer- 
sities, which generally have qualified 
people on their staffs, for which no extra 
cost would be involved, make so little use 
of this practice. There is a good reason 
why one person should be in charge of a 
particular course, but there is no logical 
reason why such a person should give 
every lecture in the course. Such a course 
of action, which appears to be largely 
the result of custom, presumes that the 
person is well-versed in all aspects of the 
subject; but in the case of an elementary 
survey course, such as marketing re- 
search, or application of statistics to 
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business, few if any people can profess 
such knowledge. The logical answer is to 
have specialists in the specific fields in 
which the instructor may be weak lecture 
to the class on those subjects. And who 
is not weak in some aspect of marketing 
or marketing research? Such an arrange- 
ment might be made on an exchange 
basis, either among teachers within the 
same school or from different schools. 
In this way, the students would benefit 
from better knowledge of a subject as 
well as from seeing more than one view- 
point on a problem—something that 
would benefit instructors also. 

A third solution, one that could be 
used either in conjunction with or in- 
dependent of guest lecturers, is to make 
one person responsible for teaching sta- 
tistics as applied to marketing and to 
allow him enough time to keep up with 
the latest developments in the field. 
Some colleges utilize this expedient, but 
in many others statistics is still assigned 
more or less as a chore to a junior mem- 
ber of the department, the utilization of 
the “victim” often varying from one 


semester to the next. 

The advantage of having one person 
specialize in the field lies not only in 
the resulting improved caliber of in- 
struction but also in the fact that such a 
procedure is more likely to lead to em- 
phasis on those topics in statistics that 
are of main importance to marketing. To 
accomplish such an objective at the pres- 
ent time is a time-consuming task, 
largely because of the absence of any 
introductory statistical text primarily 
devoted to marketing problems. From 
the marketing point of view, current 
statistical texts generally devote a dis- 
proportionate amount of space to such 
subjects as index numbers and time se- 
ries, and almost no space to the most 
widely used statistical technique in the 
field, namely, sampling. Hence, readings 
and exercises would have to be compiled 
from a diversity of sources to provide a 
well-balanced course in marketing sta- 
tistics. 

Rospert FERBER 
University of Illinois 
Urbana, Illinois 


THE DEVELOPMENT AND PRICING OF A NEW PRODUCT 


Bry factors which go into the making 
of business decisions have not been 
completely envisaged in the formulations 
of economists. This is partly the result 
of lack of availability of information on 
business decisions and the data on which 
they are based. The enclosed study is 
designed to bring to light additional in- 
formation on the determination of busi- 
ness policies. The study was possible 
only because a business firm opened its 
records to enable the author to trace the 
development and pricing of a new prod- 
uct from the first decision of the board 
of directors authorizing expenditure of 
funds on research to the acceptance of 
the new product in the marketplace. 


Background of the Company 

The firm whose activities have been 
studied is the Kelley Island Lime and 
Transport Co. Organized in Decembér 
1886, the company began operations in 
1887 by acquiring an existing quarry and 
lime plant on Kelleys Island in Lake 
Erie. Limestone for building masonry 
walls was quarried and shipped by boat 
to various Great Lakes cities extending 
from Duluth to Buffalo. 

Spalls for which there was no market 
accumulated in substantial quantities as 
a waste product in quarrying stone for 
building purposes. The company’s man- 
agement soon conceived the idea of ship- 
ping the by-product spalls to Cleveland 
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for use as a flux in the smelting of iron 
ore. Stone for blast furnace flux devel- 
oped so rapidly that it was soon the 
principal product of the company. 

The company acquired other lime- 
stone holdings at Marbiehead, south of 
Kelleys Island on the Lake Erie shore; 
White Rock, Ohio; Gibsonburg, Ohio; 
Rockport, Michigan; and Buffalo, New 
York. The White Rock, Gibsonburg, and 
Buffalo plants produced building and 
chemical limes and other non-flux lime 
products. Steamers to extract sand from 
the bottoms of the Great Lakes were 
purchased. These added operations pro- 
vided product diversification and helped 
to stabilize sales and earnings. The sand 
operation was related to the lime used 
in construction in that sand is mixed 
with lime to make plaster. Sand was also 
sold for foundry purposes and for the 
making of concrete. 

Expansion of the company’s activities 
which occurred from time to time repre- 
sented an attempt to put retained profits 
to profitable use. But the directors and 
officers of the company were also inter- 
ested in diversifying the company’s activ- 
ities so as to obtain greater stability of 
earnings. The company thus divided its 
operation between two industries—the 
steel industry and the building industry. 
This diversification, coupled with good 
management, has enabled the company 
to establish a sixty-year dividend record 
on its common shares. This record was 
helped considerably by the fact that the 
183 year building cycle followed a differ- 
ent cyclical rhythm than the steel in- 
dustry. If the company’s management 
had not earlier foreseen the need for 
stabilizing sales and earnings, the sixty- 
year consecutive dividend record would 
probably not have been possible. 


Events Leading to the Expansion of Re- 
search 


Following the depression of the early 
1930's the net profits of the company 


climbed through 1937. But in the subse- 
quent four years they again experienced 
a downtrend. Profits in the five years 
1936 through 1940 averaged only 29.6 
per cent of the period 1923 through 1929. 
It is true, of course, that the former period 
was one of greater building construction, 
but the 70 per cent decline could not all 
be ascribed to reduced building. The di- 
rectors concluded that the company was 
not maintaining its competitive position. 
They employed outside consultants to 
survey the entire company’s activities 
and especially its competitive position. 
The consultants concluded that: “the 
Company should establish a program of 
research directed at development of new 
products which may serve to expand the 
Company’s line.” 


Initial Research 


Lime production is one of the oldest 
industries known to man. The remains 
of abandoned lime kilns dating back 
many decades can be seen in New Eng- 
land, New York, and other early settled 
areas of the country. The industry has 
been extremely competitive. Kelley Is- 
land’s board of directors and manage- 
ment were not only interested in devel- 
oping new products but in developing 
those products having a wider profit 
margin than the typical lime products 
which they were already producing. 

Early in 1941, Ralph L. Dickey, the 
new president of Kelley Island, initiated 
a research program. The objectives were 
to develop products which would provide 
both a larger profit margin and additional 
income diversification. Fifteen months 
later Kilnoise acoustical plaster was 
placed on the market. This product—a 
sound absorbent material—was intro- 
duced to the trade at a time when the de- 
mand for acoustical materials was ex- 
panding. The product received a very 
favorable acceptance. Table 1 shows the 
sales growth of this product. 
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Taste 1. SALES OF AcousTICAL PLASTER 


1942 to 1950 

(1942 = 100) 
Year Sales 
1942 100 
1943 156 
1944 71 
1945 163 
1946 1,061 
1947 951 
1948 1,988 
1949 2,329 
1950* 2,460 


* For the six months ending June 30, 1950. 


One Product Gives Rise to Another 


The favorable trade acceptance ac- 
corded Kilnoise acoustical plaster en- 
couraged the company to initiate work 
on a complementary product—an acous- 
tical tile. Additional sums of money were 
appropriated periodically to carry on the 
work. This next research objective was a 
natural step. In many construction jobs 
specifications called for acoustical plaster 
on walls and acoustical tile on ceilings. 
Kelley Island was at a disadvantage in 
these cases in that it could supply only 
o plaster and not the accompanying 
tile. 


Objectives for New Product Outlined 


The management set certain objec- 
tives for the acoustical tile in instructing 
the research department to begin work 
on its development. The tile was: (1) to 
have excellent acoustical properties; (2) 
to be paintable with oil paint without 
reducing its acoustical absorption pow- 
ers; (3) to be made of an incombustible 
material; (4) to be produced at a cost 
which would enable the company to 
meet competitors’ prices. The services of 
the Battelle Memorial Institute were 
utilized in connection with the program. 


Experimental Research 


More than 10,000 separate tests were 
conducted using various materials and 
various conditions of manufacture. 


These tests took place over a six-year 
period. Lime carbonates, lime silicates, 
magnesium and calcium carbonates, 
magnesium oxychloride, and even 
treated cardboard were tested as to 
acoustical properties. Whereas acoustical 
plaster had been developed by the re- 
search laboratory in only fifteen months 
acoustical tile fell into the more tradi- 
tional pattern of taking several years 
prior to its being perfected for market. 
Actually eight years passed before Kil- 
noise acoustical tile appeared on the 
market. The basic material used in the 
tile was magnesium oxychloride, a sub- 
stance long known in the building trade. 
But a stabilizer was added to this base to 
eliminate the moisture problem arising 
from use of magnesium oxychloride. 
The tile was made by means of a foam 
process. The prepared solution was 
placed in pans and then baked in ovens. 
The produced sheets were then cut into 
one-foot square tile. The final tile was a 
product having an infinite number of 
“pores” through which sound was able 
to penetrate until absorbed. This was a 
definite advantage, for many acoustical 
tile already on the market by competi- 
tors had a limited number of mechani- 
cally perforated openings. The final 
product satisfied all of the original objec- 
tives which had been set by management. 


Field Tests 


The emergence of the product from 
the laboratory was followed by installa- 
tions of the tile in various offices of the 
company. Laboratory tests had indi- 
cated an excellent product, but field tests 
were necessary in order to make sure 
that some one variable had not been 
overlooked. In addition the company 
wanted to test the best procedures and 
materials for installing the tile. The 
first installation was the company’s 
noisy Marblehead plant office. Reduc- 
tion in noise greatly improved working 
conditions and office efficiency. Installa- 
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tion of the tile in the company’s Cleve- 
land offices so reduced sound reflection 
that the bell call system could not be 
heard through the offices; it had to be re- 
placed with an amplified announcer. 


Pricing Policy 


One of the company’s first objectives 
in authorizing research was to produce a 
tile which could be priced to meet com- 
petitive conditions. The most similar 
competitive product to Kilnoise acous- 
tical tile is Acoustone, a product of the 
United States Gypsum Company. This 
tile is 13/16” thick and sells for 22 to 23 
cents per square foot. Owens-Corning 
Fiberglas Corporation markets a 3} tile 
made of Fiberglas which sells in the 
price range of Acoustone. In addition it 
sells a 3” tile of the same material which 
is priced at 15 cents. Fiberglas tile is 
flexible, whereas Kilnoise and Acoustone 
are not. Celotex makes an incombustible 
mineral tile in two sizes, one which sells 
for approximately 26 cents and the 
other—}3” in size—for 20 cents. Celotex 
also makes a perforated tile out of 
cane fiber which sells at 10 cents, but 
this tile is neither incombustible nor 
fire-retardant. When treated with fire- 
retardant paint, this tile sells for 14 
cents. 

Kilnoise tile is priced at 23 cents. This 
meets the demand for a quality tile hav- 
ing a high absorption coefficient and sell- 
ing at a reasonable price. In addition, 
the company’s management is initiating 
production of a tile having a 11/16” 
thickness to sell for approximately 16 
cents. Since reduced thickness reduces 
the ability of the tile to absorb sound, 
this cheaper tile, while having the same 
appearance, has a lower Noise Reduction 
Coefficient. 

This lower priced tile is designed to 
secure a material share of the cheaper 
acoustical tile market, especially where 
an incombustible and positive fire-re- 


tardant tile is demanded. The thinner 
Kilnoise tile with a 16 cent price has an 
in-between price, a price lower than the 
more expensive acoustical tile produced 
by Kelley as well as competitors and yet 
higher than the cheaper tile of competi- 
tors. Management has thus set a price 
low enough to secure part of the mass 
tile market and yet high enough above 
competitive prices so as to avoid price- 
cutting wars. 


Marketing the New Product 


There are approximately 150 million 
acoustical tile sold annually in the 
United States. An estimated 15 million 
of this 150 million represents incom- 
bustible acoustical tile. Kelley is aiming 
for its share of the incombustible tile 
market and also hoping to gain part of 
the other 135 million tile market through 
the introduction of its 16 cent version 
of Kilnoise. 

Three methods of marketing were 
open to the company. The company 
could work with applicators (independ- 
ent contractors who install the tile in 
buildings). When this method is used, 
the company typically grants an ex- 
clusive franchise to one applicator for a 
specific area. The applicator thus be- 
comes an active salesman for his product 
in his area. A second method is to sell 
the product through building supply 
companies. This has a definite handicap 
in that building supply dealers do not 
actively try to sell any particular prod- 
uct. They attempt to keep in stock the 
goods people demand. The third market- 
ing procedure open to the company was 
to establish its own sales agencies. 
Kelley had already experimented with 
this method in the sale of its other prod- 
ucts. This method is used by Johns- 
Manville. It has the disadvantage of 
requiring larger amounts of capital from 
the company than either of the other 
two. 
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Market tests using each of these three 
methods were conducted by the com- 
pany in various cities. For example, ap- 
plicators were tested in Chicago, Day- 
ton, and Detroit—different sized mar- 
kets having varying local conditions. 
The company also conducted special 
tests in the New York area. There the 
Kane Acoustical Co. was selected as the 
applicator. After months of trying vari- 
ous market tests the company decided 
on marketing Kilnoise tile through ap- 
plicators. Applicators were more inter- 
ested in selling the product than were 
building supply dealers; and applicators 
supplied their own capital rather than 
using the company’s funds, which would 
have been needed if company-owned 
sales agencies were set up. 


Conclusion 


In the decade ending December 31, 
1949, the Kelley Island Lime and Trans- 
port Co. spent on research an amount 
equivalent to 6 per cent of its sales 
dollars. Approximately 80 per cent of 
this amount (or 5 per cent of sales) was 
spent on the development of Kilnoise 
tile. Expenditures on research were 
financed from retained earnings. Divi- 
dend payments which continued over the 
period averaged 50 per cent of net in- 
come. The gross profit already received 
from Kilnoise acoustical plaster (the 
first commercially acceptable research 
product from the company’s program) 
almost covers the entire research and de- 
velopment expenditures during this 
period. 

The board of directors was continu- 
ously informed by the management as to 
research progress; and the board mem- 


bers were actively interested in helping 
management to decide plant location, 
production volume, and marketing ar- 
rangements for the new product. 

A study of the company’s policies fol- 
lowed in the development and marketing 
of Kilnoise acoustical tile reveals that 
once the laboratory product had been 
perfected the production of tile pro- 
ceeded first on a pilot basis prior to 
establishing a mass production plant. 
Marketing the tile also proceeded on a 
limited to an expanded scale, and the 
marketing arrangement accepted as su- 
perior was gradually extended on a 
national scale. 

Kelley Island’s directors and officers 
realize the need for continuous research 
to develop additional products, to im- 
prove the quality of existent products, 
and to reduce costs of production. Re- 
sults already achieved indicate what 
carefully planned research can accom- 
plish. Additional new product objectives 
have been established, and additional 
sums have been appropriated for re- 
search on them. 

This actual case study of a company’s 
initiation of research and the reasons be- 
hind research, the problems involved, 
and the way in which the problems were 
solved, throws light on a phase of busi- 
ness which is not often described. The 
fact that Kelley Island’s sales amount 
to only $10 million annually indicates 
that medium-sized and small companies 
can conduct an intelligent research pro- 
gram-on a practical and profitable basis. 

Jacos O. Kamm 
Baldwin-Wallace College 
Berea, Ohio 
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RETAIL PRICES PATTERNED AFTER UTILITY RATES 


o what extent would the pricing de- 
"7 of electric power companies be 
useful in merchandising and how might 
they work out translated into retail 
trade? This question arose from an in- 
vestigation into similarities and differ- 
ences in pricing policies and practices in 
transportation, other utilities, merchan- 
dising, and manufacturing. Presentation 
of it here is inspired by Q. Forrest 
Walker’s remark that “It is dynamic and 
not mere traditional pricing that opens 
new markets and paves the way for a 
higher standard of living.’”! 
The electric utility industry seems to 


have achieved the objective of dynamic’ 


pricing, and made money doing it. De- 
bate over valuation, rate of return, 
municipal operations, and public water- 
power development has perhaps ob- 
scured the considerable attention given 
by the industry, its regulators, and even 
some of its critics to the details of its 
price structure. The search for the most 
effective form of rate, which culminated 
in modernization of most rates in the 
twenties and thirties, involved both 
theory and practical experiment. Con- 
trary to what might be expected from 
the association of the words “monopoly” 
and “public utility,” competition—with 
other sources of energy and other outlets 
for the customers’ dollars—was an im- 
portant factor in the minds of the rate- 
makers.” There seems to have been a real 
effort to keep rates consistent with costs, 
including long-run costs of added vol- 


1“Some Principles of Department Store Pricing” 
JOURNAL OF MARKETING, Vol. 14 (January 1950), pp. 
529-37. 

2 “Surveys which have recently been made in the 
field of residential electric service have indicated that 
approximately 80 per cent of the service, measured in 
kilo-watt-hours, is subject to more or less keen direct 
competition.” L. R. Nash, Pudlic Utility Rate Structures 
(New York: McGraw-Hill, 1933) p. 153. 


ume, and to avoid burdening one cus- 
tomer with the costs of serving another; 
and an assumption that the more ra- 
tional a rate structure the more profita- 
ble and stable it is likely to be. 


Characteristics of Utility Rates 


While there are many variations and 
complexities in electric rates, particu- 
larly in industrial power schedules, there 
is an almost universal pattern of “initial” 
charges and “follow-on” rates. As an 
illustration, five cents per kilo-watt-hour 
for the first 10 kwh. or fraction, and 2 
cents for each additional kwh., provides 
an initial charge of 50 cents and a follow- 
on rate of 2 cents per kwh. Stated in 
units of 10 kwh., it is 50 cents for the 
first and 20 cents for each additional. 

This system produces substantial 
quantity discounts, but unlike more 
usual forms there are no abrupt drops in 
average price. Rather, a smooth decline: 
10 kwh. 50 cents, average 5 cents; 12 
kwh. 54 cents, average 43 cents; 15 kwh. 
60 cents, average 4 cents; 20 kwh. 70 
cents, average 3} cents; 30 kwh. go 
cents, average 3 cents; 60 kwh. $1.50, 
average 23 cents; etc.® 

No particular level of consumption is 
arbitrarily favored. Instead there is a 
continuing incentive to greater consump- 
tion through the same distribution lines 
and meters. Costs which are incurred on 
a per customer (or service line, meter, or 
transaction) basis are paid for once, and 
only once, in the initial charges. How- 
ever, they are collected from every cus- 


3 The decline in average price as quantities increase 
follows precisely the path of a hyperbola, which suggests 
the term “hyperbolic” as both more general and more 
precise than “block,” “promotional,” “incentive,” etc. 
which have been used to denote the type of pricing by 
utilities, or for the less frequent use in transportation. 
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tomer no matter how great his consump- 
tion. Perhaps part of the effectiveness of 
this form of rate in building volume is 
due to the psychological effect of the low 
follow-on price. The customer is correct, 
however, in using that price to estimate 
the cost of running an additional ap- 
pliance, although he never reaches it as 
an average. 


Retailers Have Some of the Same Problems 


Fixed and variable costs—or more 
properly, costs of different degrees of 
variability—are common to all business. 
Some vary only over the years, others 
with the units of output, others with the 
number of transactions. None of these 
variation patterns can be identified pre- 
cisely, but decisions based on assump- 
tions about them are made every time 
a price is set. 

That retailers generally are acutely 
conscious of the effect of volume on 
costs, and of larger average sales checks 
on transaction costs, is manifest from 
the number and variety of concessions 
made to achieve volume, and to a lesser 
degree, larger transactions. These range 
from “sales” of all sorts, multiple 
pricing, the large economy size, through 
loss-leaders, combination offers, premi- 
ums, and coupons. In all this profusion 
of pricing devices it would be surprising 
if somewhere, sometime, some retailer 
had not used a scheme of initial and fol- 
low-on prices. If so, there is, however, no 
ready record as to how they made out 
and why they did not keep it up. 

The illustrations below show how fol- 
low-on prices might be used, although 
not proving that they should be used. 
Pricing is the translation of appraisals 
of a number of factors into dollars and 
cents. In a particular situation, one 
pricing device might reflect this mer- 
chandising judgment better than an- 
other. 


Making Multiple Pricing More Flexible 


Many stores presently offer sub- 
stantial savings on some merchandise to 
customers who buy more than one unit. 
Sometimes these offers are in connection 
with sales events and sometimes as a 
more or less regular effort to build up the 
average sales slip and reduce costs. How- 
ever, unless: the goods are actually 
packaged in twos, threes, sixes, or 
dozens, the selection of one of these 
figures as the basis of a multiple price, 
while perhaps the best choice, may dis- 
courage equally desirable purchases in 
other quantities. For example: “Men’s 
sport shirts $2.75 (2 for $5).” This 
amounts to $2.75 for the first and $2.25 
for the second, but $2.75 would be 
charged for a third, making $7.75 for 
three, although consideration might 
have been given to making the multiple 
price 3 for $7.50. 

With a unit price of $2.75, however, 
three for $7.50 implies $5.50 for 2, and a 
charge of only $2 for the third shirt, al- 
though $2.75 would be charged for a 
fourth or a fifth. Do customers often 
buy 3 or more shirts on a “‘2-for” price, 
or buy 2 shirts—if that is all they happen 
to need or have room for in their luggage 
—on a “3-for” price? Would they buy 
more, in various quantities, if prices 
were set on a follow-on basis so that no 
particular quantity was favored? 

I did see an interior display in Macy’s, 
“Sun Glasses: One pair 89¢, two for 
$1.69, three for $2.49.” As far as this 
goes, it is the same as an initial price of 
89¢ with a follow-on of 80¢. But what 
about four? I was not in the market for 
sun glasses, but if I had been, it would 
have been for four—all the family or 
none. I understood that I would have 
been charged 89¢ for a fourth pair, but 
not why. 

Some multiple prices are apparently 
merely prices ending in half-cents, the 
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only difference being that one can of 


- tomatoes at 2 for 25¢ and one of beans 


at 2 for 25¢ would cost 26¢. Buying 
tomatoes alone, the first can is 13¢, the 
second 12¢, the third 13¢ the fourth 12¢, 
and so on, making one 13¢, two 25¢, 
three 38¢, four so¢, five 63¢ etc. If the 
object were volume, would it not be more 
effective to price at 12¢ on the second 
and any additional, making three 37¢, 
four 49¢, five 61¢ etc.? 

On the other hand, when I last bought 
potatoes, a price posted as 10 pounds for 
55¢ was applied to my request for 5 
pounds as 54 cents per pound. There 
were Io pound sacks on the counter, but 
5 pounds had to be weighed out. 
Should I not have paid at least 30¢? 

Where goods are packaged or cus- 
tomarily sold as more than one unit, the 
follow-on principle might still be recog- 
nized. Handkerchiefs 35¢ each, 3 for $1, 
if wrapped three together might carry a 
follow-on price of additional packages of 
3 for 98¢ each. If follow-on prices were 
applied to gasoline, they might start 
with the customary unit of § gallons. 
Some yard goods might start with over 
3 yards. With some items care to avoid 
undercutting the price of a larger pack- 
age seems indicated, although this is not 
always done now. Recently I found it 


- cheaper to buy detergent in small rather 


than in large packages. 


Suggestion Selling and Impulse Buying 


While the example of electricity may 
suggest application of follow-on pricing 
primarily to staples, greater potential 
savings in selling costs would appear in 
connection with items which involve 
selection and fitting, such as shoes, major 
articles of clothing, even hats. That the 
possibilities of multiple sales of such 
items should not be neglected is indi- 
cated by Harold W. Brightman’s re- 
mark: “The selling of additional mer- 


chandise is another phase of Suggestion 
Selling. A customer buys one dress— 
why not two—of different materials, 
while she’s at it? .. . Need a black slip 
as well as a white one?’”s 

Might not such selling be more ef- 
fective if there were a follow-on price re- 
flecting part of the store’s savings in 
getting the additional sale then and 
there, and on the same slip? Such a 
price, while openly offered, need not be 
stressed until the psychological moment 
when the customer who cannot choose 
one might decide to take both. 


Mixed Prices 


Follow-on pricing could be applied to 
two or more articles of different initial 
prices on the same sales check, although 
going beyond a selling unit could be 
hazardous and self-defeating. Full or 
initial price should apply to the highest- 
priced article, regardless of which was 
first selected. In some cases, the dif- 
ferential between initial and follow-on 
prices might be made uniform through- 
out a selling unit. Applying a lesser dif- 
ferential to a higher initial price could 
lead to difficulties with returns. 


Private Brands 


An important consideration in the 
pricing of private brands is the possi- 
bility that if prices are set much below 
competing nationally advertised brands 
purchasers will shy away feeling that 
“something must be wrong.” Setting an 
initial price exactly the same as leading 
national brands with an alluring follow- 
on price might help solve this problem, 
especially if the national advertisers had 
sought through “fair trade” to prohibit 
follow-on prices on their goods. 


4 “Suggestion Selling” Textile Colorist and Converter, 
v. 70 (April 1948), p. 33. 


j ‘ 
at 
| | 
@ 


THE JOURNAL OF MARKETING 


351 


Loss-leaders 


Follow-on pricing could, of course, be 
used in connection with loss-leaders. 
However, the offer to sell as many as the 
customer wants at a gradually decreasing 
average price gives the opposite im- 
pression from the “only two to a cus- 
tomer” approach often used with loss- 
leaders to imply that the “introductory 
offer” is at a loss. It, therefore, seems 
more likely that the open-end feature of 
follow-on pricing would be used to dem- 
onstrate that a price reduction was 
not a loss-leader. Where minimum price 
restrictions are involved follow-on pric- 
ing might provide the lowest basis that 
could be conscientiously named or suc- 


cessfully defended. 


Pooled Purchases 


Follow-on pricing might suggest to 
various groups that they could save by 
pooling purchases. This could extend to 
items seldom bought more than one at a 
time. If the follow-on price were properly 
set and the retailer did not have to 
“sell” each member of the group or incur 
accounting and other expenses com- 
parable to individual sales, such business 
might be very attractive. Some institu- 
tional buying might be attracted on this 
basis, which should work out better than 
a negotiated percentage discount, ap- 
plicable or expected on an order for one 
spool of thread. 


Cumulative Discounts 


Consumption of fluid milk is not re- 
garded as particularly responsive to 
changes in price.® It is possible, however, 
that consumption can be increased by. 
judicious use of quantity discounts. 
Since costs of home delivery are more 


5 Irene Till, “Milk—the Politics of an Industry” in 
Price and Price Policies, Walton Hamilton and As- 
sociates (New York: McGraw-Hill, 1938). 


nearly proportional to the number of 
deliveries than to the quarts delivered, 
there is ample economic justification for 
an incentive to larger orders per de- 
livery. However, there should be no in- 
centive to irregularity—double on one 
delivery, nothing the next. This could be 
avoided by figuring over a month or 
other billing period. If the base was four 
quarts and there were 15 scheduled de- 
liveries, the first 60 quarts would be 
billed at the initial price and all addi- 
tional at less. 


Differential Pricing 


Follow-on pricing is, of course, one 
form of differential pricing as that term 
is used by Walker.*® Success depends upon 
many factors, including the psycho- 
logical, but it is easy to demonstrate 
that less increase in volume is required 
to pay off than in a conventional “sale.” 

If an item purchased for 60¢ involves 
direct costs of 10¢ per article and 10¢ per 
transaction, sales of 1,000 at $1 each in 
950 transactions would yield a contribu- 
tion to other expenses and profit of $205. 
If the price is reduced to go¢ it is neces- 
sary to increase sales to 1,9 54—as- 
suming the same ratio of transactions— 
in order to maintain the contribution. 

A follow-on price of 90¢ would require 
the sale of but 25 more in order to main- 
tain $205. Any greater increase, no 
matter how distributed as to single or 
multiple transactions, would increase 
the contributions. 

A follow-on price of 80¢ would be more 
nearly comparable to a flat reduction to 
go¢. In this case, required volume would 
depend somewhat on the pattern of 
transactions, whether, for example, fol- 
low-on pricing brought out more single 
and triple purchases than “two-for” 
pricing. At two articles per transaction, 


6 Op. cit., p. §36. 
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volume of 1,368 would maintain the $205 
contribution. 


How Should Follow-on Prices be Set? 


Since the purpose of follow-on pricing 
is to induce savings in costs, differentials 
between initial and follow-on prices 
should reflect a sharing of such savings, 
and should therefore logically be set in 
relation to differentials in costs. But to 
do this literally is impossible. The con- 
cept of “consistency with costs” used by 
a prominent public utility writer’ de- 
notes more nearly what can be done and 
represents a middle ground between two 
dangerous extremes—blindly following 
whatever approximations cost account- 
ants have been able to make with the 
facilities allotted them—or deciding that 
since such “costs” often are misleading, 
it is no use bothering. 

Probably more use could be made of 
cost data—whether routine or sampled 
—in setting differentials than with either 
initial or follow-on prices. However, both 
differentials and follow-on prices would 
be affected by all factors which go into 
present price-making and might from 
time to time require all the tricks of the 
trade, from market research to trial and 
error. A follow-on price which seems ad- 
vantageous to the store (taking every- 
thing into consideration, including the 
probable mark-down if the goods can- 
not be sold promptly) might turn out to 
look implausibly low to customers. 


Prestige Appeal Versus Bargain Appeal 


On the other hand, in some situations, 
a relatively high initial price and a rel- 
atively low follow-on price might appeal 
both to the urge to demonstrate ability 
to buy “the best” and to the urge for bar- 
gains, more effectively than a single price 
somewhere in between. A customer who 


7L. R. Nash, op. cit. 


has bought one brassiere for $5 and 
another just like it for $3.80 can think 
of both as worth $5, and either—or even 
both—as having cost but $3.80. How 
many would so react, and how the re- 
action in terms of purchases would com- 
pare with reactions to “Were $5, now 
$3.80” or “Now $4.40” or “‘2 for $8.80” 
are questions that could be answered 
only after trial. 

Follow-on pricing might result in some 
upswing in initial prices, at least to the 
point of ending the inconclusive con- 
troversy over “customary prices” by in- 
creases to even figures.® 


How Might Follow-on Prices be Pre- 
sented? 


While the literature of retail market- 
ing is replete with examples of irrational 
behavior on the part of customers, many 
authorities warn that the possibility of 
rational behavior is not to be over- 
looked. The rational character of follow- 
on pricing suggests a rational approach 
in explaining it. References to electric 
rates would not be inappropriate. How- 
ever much or little customers understand 
retailing, many will understand cost, 
volume, and transaction patterns in some 
business. A customer who has used up a 
good deal of a salesperson’s time—as 
well as his own—explaining needs and 
preferences in shoes and in finding a 
comfortable fit should readily under- 
stand the economic justification for a 
lower price on a second pair. 

Details of presentation might depend 
on purposes. In situations where two-for 
or three-for multiple pricing would cur- 
rently be used, follow-on pricing might 
be presented as an extension—in that 
the cost of two, three, four... up to some 


8 Eli Ginzberg “Customary Prices,” American Eco- 
nomic Review, v. 16 (1936), p. 296. Oswald Knauth 
“Considerations in the Setting of Retail Prices,” 
JOURNAL OF MARKETING, V. 14 (July 1949), pp. I-10. 
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likely number, would be shown along 
with the initial and follow-on prices in 
ads or on posters. In “‘sales”’, follow-on 
prices, if used, would likely be stressed. 
On the other hand, if used to build up 
the size of regular sales checks, follow-on 
prices might be played down until the 
sale of the first article was virtually 
completed. 


Scarcity and Controlled Economy 


When these ideas were first roughly 
formulated, the atmosphere was that of 
abundant production with stable prices, 
and the time seemed ripe for continua- 
tion of the upward trend in our standard 
of living. As this is being written inter- 
national events beyond our control have 
carried in their wake a surge of scare 
buying and hoarding. Resumption of 
wartime economic controls has been sug- 
gested by eminent authorities. The situ- 
ation may well be worse by the time this 
is read. 


The writer has no desire to suggest 
pricing devices or the use of prices in a 
way that might encourage hoarding. 
Rather, he sympathizes with the grocer 
who priced sugar up to five pounds at 
93 cents per pound, and at 16 cents per 
pound in larger quantities.° 

However, although the only examples 
that occur immediately are in transpor- 
tation and related fields, the techniques 
described herein could be so applied as 
to promote efficiency without encourag- 
ing hoarding. Moreover, to refrain even 
from discussing devices intended to 
make free enterprise work a little better 
would seem inappropriate in view of the 
connection between our present troubles 
and theories that free enterprise cannot 
be made to work. 

Joun ALDEN BuIss 
East Greenbush, 


® Associated Press dispatch dated Salamanca, N. » 
July 26, 1950. 


RELATIONSHIP OF BUYER AND SELLER OF RESEARCH 


ost researchers are dollar conscious 

when they plan a sample or let out 
a job to some research service organiza- 
tion, but how many check to see how 
much time and money can be saved by 
maintaining proper liaison with the re- 
search service once the job has been 
started? 

Each research department has its own 
peculiarities in reporting on a job. Per- 
sonal tastes have to be catered to; re- 
ports are found to be most understanda- 
ble or most desirable in a special form 
which is not necessarily the general 
practice in the industry. Consequently, 
the smart research man will specify 
these characteristics in a clear fashion 
so that the research organization he 


hires will send him tabulation sheets that 
will meet these specifications and sheets 
that will be in such shape that they can 
by typed into the final report with a 
minimum of editing and recopying. Care 
in planning for the editing and typing 
stage saves enormously in time, effort, 
and research dollars. 

The situation in our department is 
probably typical of many. Over a period 
of years we have developed a standard 
form of reporting which suits our par- 
ticular needs and tastes, and which we 
find advisable to follow as closely as pos- 
sible to avoid undue explanations and 
discussions. But, how can we expect an 
outside service organization to cater to 
our particular style? 
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In order to avoid duplication of ef- 
fort, we have developed a mimeographed 
Standard Operating Procedure which 
specifies how we want the data pre- 
sented, and which cautions against cer- 
tain types of errors which we have found 
are most prevalent. After the job is let 
out we send this Standard Operating 
Procedure to the research organization 
together with a detailed list of tabula- 
tions, a list of table titles, and wherever 
possible a copy of a previous similar 
survey to aid them in visualizing just 
how we are going to present the new 
study. In addition we discuss in advance 
the coding and grouping of reasons which 
we know can be arbitrarily handled dif- 
ferently but which we require in a def- 
inite form. Armed in this fashion the re- 
search organization’s supervisor is 
equipped to make intelligent decisions 
which will in general be in line with our 
policies. 

In order to keep an eye on the job we 
mark checking dates on a calendar so 
that we can call to find out how close the 
job is keeping to its time schedule. Also, 
on these checks we ask particular ques- 
tions on points of coding and reason 
grouping which we feel may be causing 
difficulty. Though we expect a research 
organization to use its head, we en- 
courage them to ask questions at an 
early stage to clear up points which must 
be settled in an arbitrary fashion. 

As the tabulation sheets come in, we 
check them off on our copy of the tabu- 
lation list. We edit quickly in red pencil 
so that the typist, who is accustomed to 
this form and procedure, can begin her 
job with a minimum of lost time and 
expense. If any irregularities occur we 
can at this early stage clarify and, if 
necessary, amend our instructions. 

With these mechanical portions of the 
job under this type of automatic control, 
we can afford to spend more of our time 


on the analytic functions of report inter- 
pretation, and in studying the tabula- 
tion sheets to see what lines of approach 
are meaningless and should be cancelled 
and what new lines should be explored. 
When this is done in the early stages, 
much time and money is saved which 
might easily go into wasteful production. 
This may result in a rebate or in a larger 
profit on the job which the service or- 
ganization will remember in making 
future quotations. Furthermore, this 
system tends to get the unexpected addi- 
tional tabulations much sooner than 
would otherwise be possible. 

The following is the standard pro- 
cedure used to outline our general re- 
quirements. I include it not as an ex- 
ample of how tables should be prepared, 
but to illustrate the kind of material 
which should be clarified in order to 
operate in a particular pattern at full 
efficiency. 


Doherty, Clifford &8 Shenfield, Inc. 
General Instructions For Preparation Of 
Tabulation Sheets 


Purpose 


These instructions are designed with the 
purpose of specifying the form in which we 
want to receive tabulation worksheets so 
that we can process them here with a mini- 
mum of time and effort. 


Table Presentation 


All tables should have a total column on 
the left and the bases at the top. In cases 
where there are duplications, the columns 
should have totals at the bottom. In general 
we want the age groups going from left to 
right with increasing age, and the education 
or income groups going from left to right with 
decreasing education or income. Those 
people not classified should be shown in the 
extreme right column. 

Specific instructions should be requested 
for the order of the columns in other break- 
downs. 

All tabulation sheets should include a ref- 
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erence to a// questions on which the data are 


based. 


Percentaging 


All columns with bases of 40 or more 
should be percentaged, with the per cent 
figures written in red beside the case figures 
which will be in black. 

The per cent using a product class is based 
on total interviews, but brand standings on 
the total users of the product class. In other 
cases check against previous surveys or ask 
for specific instructions. 

All tables should be percentaged with the 
per cent figures rounded to the nearest per 
cent. Per cents less than 0.5% are indicated 
by an asterisk (*). An exception is that all 
classification tables on the distribution of 
interviews should be percentaged to the 
nearest tenth of a per cent. 

So far as possible the per cents should be 
adjusted, without undue distortion so that 
they add up to the indicated total. If it is im- 
possible to make the column of rounded per 
cents add to the indicated total without un- 
duly forcing the figures, the following note 
should be included at the bottom of the table 
and be keyed by a double asterisk to the ap- 
propriate columns. “** Column does not add 
= the indicated total due to rounding num- 

rs.” 

In the event that due to duplication a 
column adds to over 100%, but less than 
110%, a note should be included at the bot- 
tom of the table “columns add to more than 
100% due to duplication of response (or 
product use).” 

These instructions are also applicable to 
the rounding of numbers and the true value 
of subtotals. 


Grouping and Coding of Reasons 


In general the most frequent reason 
should be put first, and reasons should then 
be listed in decreasing order of frequency. 

In certain cases it may be advisable to 
classify reasons into groups of similar rea- 
sons. If this is done the groups should be pre- 
sented in decreasing order of frequency with 
individual reasons within groups also in order 
of decreasing frequency. Subtotals should be 


given for each classification of reasons. 

In all cases codings should be checked with 
us before the punching operation. 

For all columns we want a total mention or 
total reasons which will include those giving 
no reasons. Per cent figures should be given 
for each total or subtotal. 

In certain cases we may request a tabula- 
tion of the total number of people who gave 
one type of reason, as opposed to the total 
mentions of that one type of reason. This 
eliminates duplication within classifications 
but not necessarily duplication among differ- 
ent classifications. 

Please consult us in all cases of doubt in re- 
gard to coding and grouping or classifying 
reasons. Reference to past surveys and to our 
discussions on coding should be used as 
guides. 


Cautions 


We have found that in rounding numbers 
the same per cents are sometimes adjusted 
differently on different tables. A special 
check should be made to catch this. Control 
totals, both horizontal and vertical, should 
be checked; and base figures of tables which 
are subgroups of other tables should be 
checked. We would appreciate a distinctive 
check mark being placed on each table to 
indicate that these cross checks have been 
made. 


Help Wanted 


We are always open to suggestions on im- 
improvements tabulations; however, 
please do not embark on a different format 
without clearing it with us, since we in our 
turn have to meet certain specifications. 

Suggestions on eliminating tabulations 
that appear to be meaningless or for adding 
new tabulations to clarify unexpected points 
will be very greatly appreciated. 

We are forwarding the following material 
to aid in setting up the tabulations for this 
job. Please return it with the final group of 
tabulation sheets. 


Be 
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Job Number 
COMPLETE LIST OF TABULATIONS FOR.................... STUDY 
(Numbers Refer To Questions) 
By By By By By 
Age Education Leading Brands* City Size Areas 
I I I I 
- 2 2 2 
3 


7aX7b 


gd by brand rated. These opinions should be grouped into three categories, Favorable, 


Unfavorable, and Neutral. 


gc opinion ratings by brand use, i.e. the ratings of the three following groups for each 


brand listed in 9. 


(1) Present Users question 2, (2) Other Users gb “Yes” minus question 2, and (3) Never 


* For discussion of leading brands to include see letter. 
Note: Areas and city size groups are covered in letter, groupings of education and age will 
be decided after we know the product class use distribution. 


TABLE TITLES 
Question No. 
I (By Age, By Education, etc.) 
2 PEE NY (Use same breakdown headings as indi- 


cated for question 1 and likewise for all tables called for in the remaining 


tabulations.) 


Naturally, in some cases we find it 
necessary to amend or complement these 
general instructions to cover particular 
contingencies peculiar to a specific job. 
These are normally included in a letter, 
oral instructions being avoided. 

A typical Tabulation Schedule and a 
List of Titles are also presented in much 
the form shown above. 

I believe that the general adoption of 
control systems similar to the one out- 
lined will make important savings in 
time and money. They also assist the 
outside research organizations for they 


save them needless tabulations and time 
lost in calling up for instructions and 
redoing tables. This permits a better and 
fairer cost estimate to be made in the 
first place. Furthermore, if your own 
organization gets the reputation of 
giving a helping hand to the research 
service, you will not only get better ser- 
vice, but, over a period of time, lower job 
quotations. 

FRANKLIN B. SATTERTHWAITE 
Doherty, Clifford &§ Shenfield, Inc. 
New York, N.Y. 
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SALES FORECASTING* 


OWADAYS most businessmen recog- 
N nize that a sales forecast need not 
be merely the product of informed guess 
work or hunches, but that such prob- 
lems lend themselves to a systematic, 
quantitative appraisal in which the 
margin of error may be considerably re- 
duced. The econometric method has the 
particular virtue that in the application 
of such systematic, statistical appraisals, 
recognition is given to the interrelations 
that link all aspects of business activity 
in a highly developed modern society. 
Thus, the econometrician sees retail 
sales as part of a sequence of economic 
flows that can be traced back in an end- 
less circle. This is an important principle 
for forecasting, because there are some 
economic sectors whose movements may 
be forecast with relative assurance. 

Consider for instance the components 
of industrial production, which while 
employing only 25 per cent of the labor 
force is certainly a most strategic eco- 
nomic sector. It is possible, even today, 
when the current economic picture seems 
to be at the mercy of international fac- 
tors beyond our control, to distinguish 
between the prospects for the non- 
durable sectors versus the durable, each 
of which responds to the impact of 
economic change in fairly distinct and 
recognizable patterns. By building a 
separate analysis for each industrial 
component an over-all production fore- 
cast can be erected for either short-run 
or long-run situations which may be ad- 
justed for technological changes to yield 
estimates of man-hours worked in in- 
dustry. Average hourly earnings times 
these man-hours worked is highly cor- 
related with industrial income. Other 
income, such as agricultural, salary, 


* A talk given before the New York Chapter, Ameri- 
can Marketing Association, September 20, 1950, 


dividends, etc. is in turn related to this 
industrial income. Finally, business sales, 
retail and wholesale, are correlated with 
movements in total income. Thus ac- 
curate forecasts of output can lead to 
accurate forecasts of income and thus to 
sales. 

To get at the specific character of the 
interrelations described above requires 
careful examination of past behavior and 
isolating differential rates of growth, 
different cyclical and seasonal patterns, 
variations in leads or lags, etc. This is a 
matter of statistical technique which 
does not present any problems except for 
the necessity of investing much effort in 
the handling of detailed data. All this of 
course is a rather bare presentation of the 
general econometric approach. 


Relation of Sales to National Income 


Today we are all familiar with the 
concepts of national income, by which is 
meant the total of all earnings and 
revenue received by those who perform 
economic services—wages, salaries, prof- 
its, rents, dividends, interest, and gov- 
ernmental payments. The purchase of 
goods, as represented by retail sales, is 
integrally related to the concept of in- 
come, or better still, disposable income, 
after deduction of taxes on personal in- 
come. Normally, for those goods pur- 
chased through retail outlets the relation 
between sales and disposable income will 
be nearly one-to-one, subject to certain 
qualifications. Not all goods, of course, 
exhibit this one-to-one relation. For 
example a 1 per cent increase in dis- 
posable income on the average will result 
in only a .6 per cent increase in the sale 
of drugs while the same increase in dis- 
posable income will result in a 2 per cent 
increase in washing machines. 

Generally, the response of changes in 
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sales to changes in income varies directly 
with the life of the product and its price 
relative to prices of other products. That 
is, the longer the life of the product and 
the higher its price bracket, the greater 
is the response in changes in sales to 
changes in disposable income. Thus, at 
the extreme low end of response to in- 
come are such cheap, perishable commod- 
ities as bread, milk, and drugs. At the 
other extreme are high price durable 
consumer goods—refrigerators, autos, 
pianos, and the like. For the average de- 
partment store, a I per cent change in 
disposable income usually results in a .9 
per cent change in sales. It is not hard to 
determine these coefficients of “elastic- 
ity of sales with respect to income” for 
various commodities and for different 
communities. If one has actual data on 
sales and income over a period of years, 
including at least one full business cycle 
(for instance, 1929 and 1939), then for 
each year sales can be plotted against 
income on an arithmetic scale to form a 
“scatter” diagram in which the points 
tend to grovun about a line or curve of re- 
lationship, the contour of which tends to 
indicate the elasticity of change. If the 
response of sales to income is less than 
I to 1, the curve will be more concave 
downward. If greater than 1 to 1, the 
points will tend to lie on a curve concave 
upward. Where the sales response to in- 
come is I to 1, the points will lie on a 
straight line. If, instead of using arith- 
metical or ordinary graph paper, the 
plotting is done on double logarithmic 
paper, the points in all three cases will 
usually lie on a straight line. The slope 
of this line will indicate the percentage 
change in sales expected from a I per 
cent increase in income, that is, the 
elasticity of sales with respect to dis- 
posable income. 

This is a most important principle. It 
underlies the modern method of fore- 


casting sales followed by many large 
companies today. There is a rapidly 
growing tendency among business men 
to gear their company operations to the 
movement of national income. 

However, an obvious question relates 
to the adequacy of a single coefficient 
of sales elasticity for the purpose of fore- 
casting. There will always be some vari- 
ation in the response of sales to income 
away from the average pattern. Some- 
times this variation is of a random, un- 
predictable character; usually, however, 
it is itself systematic, and can be easily 
interpreted. An obvious example is the 
behavior of sales and income during the 
war and postwar period. 

During the war years, income pay- 
ments outran retail sales by considerable 
amounts, for this was a period of ration- 
ing, goods shortages, E-Bond drives, and 
high savings. This tendency was re- 
versed in the prewar years, when pent- 
up demand set off a buying spree far in 
excess of the volume of postwar income 
earnings. Such deviations from tradi- 
tional sales-income relations however 
can be readily anticipated and accounted 
for quite apart from the question of de- 
termining the basic sales-income rela- 
tion. Another kind of problem arises in 
the case of the sales of commodities which 
have a rising or falling trend in relation 
to income. The sales of a new product— 
such as the television set—may over a 
given period exhibit a certain elasticity 
relation to income, but will also exhibit 
a strong upward growth trend which 
could not be accounted for by a single 
line of relationship. At this stage, it be- 
comes necessary to introduce more ad- 
vanced statistical techniques which can 
isolate the influence of income and all 
other factors, economic or institutional, 
which may influence the behavior of 
sales, so that these factors can be con- 
sidered separately. 
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To return to the sales-income relation, 
the prewar relation was approximately 
reestablished in 1949, for the first time 
since 1940, but of course not all goods 
were so affected simultaneously. In the 
three postwar years, 1946, 1947, and 
1948, when total sales were well above 
the volume normally associated with in- 
come, sales of non-durable goods were 
abnormally high, but sales of durables 
were abnormally low. 

If we discount the extraordinary spurt 
of the summer of 1950 which was so 
clearly a transient, fear-inspired phe- 
nomenon, the rising income and sales 
movement discernible throughout 1950 
represents a fairly normal pattern, rela- 
tively undisturbed by the varying de- 
grees of “‘pent-up demand” which dom- 
inated the post-war retailing structure 
for almost 5 years. In other words, the 
1949 and 1950 levels of sales of hard and 
soft goods represented the most bal- 
anced or “normal” situation we have 
enjoyed since 1940. 

Now this review of the sales-income re- 
lation would appear to show that rarely 
in the past 10 years have sales and in- 
come moved together at so-called “nor- 
mal” rates. Does this mean then that in 
periods of great economic dislocation, 
the sales-income pattern cannot serve as 
a forecasting guide? There are two points 
to be stressed here. The first is that even 
when sales and income seem to be lead- 
ing in opposite directions, and the normal 
pattern is getting more and more dis- 
torted, forces are being built up which 
tend to restore equilibrium when the dis- 
turbing factors are removed. 


Analysis of Components 


Secondly, and this is the point to be 
stressed, the broad aggregates like na- 
tional income and retail sales give a de- 
ceptive appearance of homogeneity. 
But actually they are the totals for a 


great many components reflecting a wide 
variety of divergent movements. There- 
fore it would be ill advised to attempt to 
evaluate or forecast the movement of 
these aggregates as such. There is no 
substitute for the laborious job of deal- 
ing separately with all the significant 
components of retail sales. For instance 
we find that for each component, there 
is a particular relationship to income 
movement which is always in operation 
even when it is obscured. And the 
special non-normal factors operating in 
each sub-section can almost always be 
evaluated more intelligently. Thus we 
attempt to handle separately such cate- 
gories as the demand for consumer 
perishables (food, meats, sugars, etc.) or 
for apparel, refrigerators, automobiles 
etc. .. And for each of these, there is a 
very special situation which requires 
special study of obsolescence rates, 
market saturation, etc.... But a high 
degree of accuracy can be obtained for 
each of these components, and when the 
forecast of total sales is obtained as the 
resultant of many such special studies, 
then the forecast of broad categories 
becomes that more realistic. When in 
addition, one is able to go on to consider 
other types of breakdowns, such as the 
variations in sales patterns by region, it 
is possible to introduce a further degree 
of refinement in analysis which comes 
closer to the highly complicated econom- 
ic realities that we are dealing with. 

It is this emphasis on the whole as a 
sum of its parts which is the essence of 
the econometric method and this em- 
phasis applies to the Econometric In- 
stitute’s estimates of retail sales which 
are contained in the Sales Management 
Annual Survey of Buying Power. Here we 
have a most ambitious attempt to offer 
estimates of population, retail sales, and 
income for all counties and important 
cities in the country every year. Yet it is 
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the very ambition of the attempt which 
lends these estimates much of their 
value. For when you attempt to inte- 
grate for so many areas these key factors 
of population, sales, and income you en- 
counter of necessity many contradictions 
and discrepancies, which must be ironed 
out. In that way, working with separate 
economic factors you have a way of 
checking the internal consistency of your 
various estimates. In fact, this approach 
can sometimes reveal errors or discrep- 
pancies in the results of the Census 
Bureau itself. 

The preliminary total figure for retail 
sales released by the Census Bureau for 
1948 was $130,527 million. The corre- 
sponding figure which had been pub- 
lished in the Sales Management Survey a 
year before had been $130,557 million, 
an “error” of 2/100 of one per cent. 
This amazing agreement is of course in 
part a statistical accident, for that kind 
of accuracy is normally not attainable. 
Thus for retail sales, our average error 
per state was something under 5 per 
cent. The smaller the area, the higher the 
degree of error, but by and large the 
average error per county was of the 
order of 10 per cent. Now since this de- 
gree of error represents the cumulation 
of 10 years of estimation from the last 
Census year 1939, then it is clear that 
the average error introduced each year 
is approximately 1 per cent. 

Our estimates of population were even 
more accurate. The average per cent er- 
ror per state was less than 3 per cent, and 
in fact we proved to be more accurate 
than the Census Bureau itself, which has 
the responsibility of preparing annual 
population estimates for states, though 
not for smaller areas. Thus, for several 
years we had diverged from the Census 
Bureau with respect to four states in 
particular; Washington, Oregon, New 
Mexico, and Florida. In attempting to 


allocate the population of these states 
among all counties and cities we found 
that the Census Bureau credited Wash- 
ington and Oregon with more people 
than we could safely allocate to the 
various counties without encountering 
local objections. And since such local 
complaints are rare indeed we concluded 
after much investigation that the Bureau 
was overestimating the population of 
these states. The reverse situation ob- 
tained for New Mexico and Florida, 
where local claims of higher population 
proved to be so well supported by re- 
lated economic data on bank debits and 
sales tax collections that we decided to 
raise the Census Bureau estimates for 
these states by a considerable margin. 
When the 1950 Census results were re- 
leased, our estimates proved to be closer 
to the truth than prior figures of the 
Census Bureau. But the point to be 
stressed here is that we were closer to the 
truth precisely because we set ourselves 
the job of dealing with all counties, 
rather than merely with states. And it is 
in the course of handling vast masses of 
detail that the opportunity arises to 
catch errors that might otherwise re- 
main undetected. This again is a virtue 
of the over-all econometric approach. 


General Forecast 


In the short-term future, there is of 
course no concern about the maintenance 
of consumer purchasing power, but 
rather the reverse. For it is generally ac- 
cepted that our military and political 
commitments abroad will within a 
period of months place sufficient limits 
on the supply of labor and materials so 
as to build up the kind of “inflationary 
gap” that was characteristic of the early 
years of the last war. 

In such a context and in the probable 
absence of systematic price controls, 
durables will continue to enjoy a sig- 
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nificant lead over other commodities rel- 
atively unaffected by the very mild 
credit controls recently imposed by the 
Federal Reserve Board. But such a lead 
will reflect mainly anticipations of short- 
ages in 1951 rather than the continued 
satisfaction of the post-war backlog of 
demand. Therefore, if in the coming year 
there be any relaxation in the over-all 
remobilization program, it is possible 
that, for the first time since 1946 and 
1947, the sale of consumer durables will 
fall below the levels warranted by in- 


come payments. But here again, we can- 
not escape individual consideration of 
the many divergent trends that make up 
the total. Thus on the one hand sales of 
furniture may be adversely affected by a 
curtailment of the building boom, where- 
as sales of television sets will continue to 
expand with the development of a coast- 
to-coast network. 

Jay M. Gou.tp 
The Econometric Institute, Inc. 
New York 17, N. Y. 
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Communications 


RESULTS OF TWO YEARS OF 
STUDY INTO IMPULSE BUYING 


I was interested to read in the July 
issue Of THE JOURNAL OF MARKETING the 
article by Mr. Vernon T. Clover on the 
“Relative Importance of Impulse Buy- 
ing in Retail Stores.” In connection with 
the sales promotion work on “Cello- 
phane” in Canada, a _ considerable 
amount of research has been done on 
impulse buying in this country which 
may be of interest to readers of the 
Journal. 

Recognizing that effective selling re- 
quires full knowledge of the latest 
trends in consumer buying habits and 
preferences, the “Cellophane” Division 
of Canadian Industries Limited, in 1948, 
undertook a series of studies on “Im- 
pulse Buying”. These surveys were de- 
signed to measure the degree to which 
consumers make purchases without pre- 
vious plan—in food, drug, variety, and 
department stores. 

The purpose was to help Canadian 
Industries Limited help its customers, in 
all fields, to hammer down the cost of 
distribution ... to help them find new 
methods of serving more consumers at 
lower costs. 


How the Surveys Were Made 


Over the two-year period four separate 
surveys were made in six main Canadian 
cities, using a sample of 170 completed 
interviews in each city. In order to 
eliminate as much confusion or bias as 
possible, respondents were interviewed 
in the store before and after their 
shopping tour. Planned purchases, in- 
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cluding both specific items and general 
plan items not named but definitely in- 
tended, such as makings of a salad, stew, 
or cake, were recorded prior to the 
shopping tour and checked off by the 
interviewer when the respondent re- 
turned to the check-out counter. 

Experienced interviewers of the 
Gruneau Research Organization handled 
the job, using a very simple form. Their 
work was done just inside the selected 
stores, and comprised three steps; (a) as 
the shopper entered the store the inter- 
viewer introduced himself, briefly out- 
lined the purpose of his interview, and 
asked the housewife to tell him what 
items she planned to buy in that store. 
These planned purchases were listed on 
the front of the report form together 
with the name and address of the 
shopper. Only four or five shoppers were 
contacted in this way at one time, so 
that the interviewer could recognize all 
of them when they reappeared at the 
cashiers’ counters. (b) As the shoppers 
reappeared at the cash counters, and 
while the cashier totalled each shopper’s 
purchases, the interviewer recorded these 
on the “actual purchases” form on the 
reverse side of that shopper’s planned 
purchases list. (c) When all five shoppers 
had passed and had been checked, he 
repeated the above procedures with the 
next group of five customers, and so on. 

The accompanying table presents the 
“capsuled” results of the studies made 
in 1948 and 1949, and represents 5,300 
personal interviews in six Canadian 
cities with shoppers who purchased 
15,500 items. 
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Imputse Buyine 1n Four Tyres or OutLets 
Impulse Purchases (as a per cent of all purchases) 
Food D Variety Dept. Avg. All 

Product Group Stores lens Stores Stores Stores 
rr 69.6 34-1 82.8 77-1 65.8 
Baked Goods 67.1 68.7 76.7 70.1 
24.3 61.5 49-7 41.8 
Drugs and 32.2 44.0 38.0 
19.8 48.8 - 57-3 41.9 
27.5 37.8 47-6 37.6 
28.5 22.8 25.5 
Hardware and Electrical Supplies....... _ _ 28.5 34-6 41.5 
Cutlery, Kitchenware, Glassware....... _ _ 47.8 31.2 39-5 
57-9 53.0 55.5 
*GeNERAL AvaraGES—ALL ITEMs...... 43-5 26.6 41.5 33-6 36.7 


* These averages are for all products surveyed in each of these outlets. They are not averages of only the product 
classifications shown above. Last figure shows that 36.7 per cent of all purchases in the four types of outlets in all 


six cities are made on impulse. 


The results of the surveys indicate 
that 36.8 per cent of all purchases made 
in the four types of outlets (in the six 
cities studied) are “impulse” purchases 
—items which the shopper decided to 
buy while in the stores in addition to 
those which she planned to buy before 
she began shopping. 

C. Joun WEstT 
Canadian Industries Limited 
Montreal, Canada 


REJOINDER TO A BOOK 
REVIEW 


I enjoyed Dr. N. H. Engle’s review of 
The Structure of American Industry by 
Walter Adams (New York: The Mac- 
millan Company, 1950) in the July issue 
of this Journal. It was a thoughtful re- 
view and, I was happy to note, very 
favorable. 

Might I be allowed a good-natured re- 
joinder to Dr. Engle’s “minor” criti- 
cisms? He indicated that the editor, Dr. 
Walter Adams, had erred in designating 


agriculture as the leading industry in 
terms of providing employment. This 
question hinges on one’s definition of an 
industry. Dr. Adams prefers not to re- 
gard manufacturing as an industry; 
rather, he designates the various 
branches of manufacturing (steel, auto- 
mobiles, tin cans, etc.) as industries. 
Viewed in this light, agriculture does 
provide more employment than any 
other industry. 

Dr. Engle’s next criticism concerns 
something I wrote in the chapter on 
Agriculture. He feels that I have in- 
dicated that the cost of marketing farm 
products exceeds a “rightful” amount. 
Surely I did not say this explicitly, nor 
did I think I implied it, nor do I per- 
sonally believe it. 

In connection with the problem of 
rigid middlemen charges, Dr. Engle did 
not like my footnote in which, by means 
of a hypothetical example (involving 
men’s shirts and raw cotton), I en- 
deavored to illustrate how agricultural 
prices move with an accelerated effect as 
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a result of a small change in the price of 
the finished good. He is right in main- 
taining that the price of raw cotton 
would not fall significantly if only one 
finished product (in this case men’s 
shirts) fell in price at retail. As an ex- 
planation of what determines the price 
of cotton, my hypothetical example is in- 
adequate; but for the purpose of illus- 
trating the acceleration effect it is satis- 
factory, I believe. 

W. R. Knicut 
Michigan State College 
East Lansing, Michigan 


ADVANTAGE OF PROPORTIONAL 
INCOME BREAKS 


There is a divergence of opinion on 
the proper way to make income breaks. 
Some market research practitioners pre- 
fer fixed divisions, such as under $1,000, 
$1,000-$1,999, etc., and others prefer to 
use tenths, thirds, quartiles, etc. 

As an advocate of the latter method, I 
was interested in seeing what I con- 
sider new proof of its greater desirability 
in the August 1950 Bulletin of the 
Federal Reserve. Table 8, 1950 Survey 
of Consumer Finances, Page 955, headed 
“Proportion of Total Money Income 
Received by Each Tenth of the Nation’s 
Spending Units When Ranked by Size 
of Income” carries tables showing the 
per cent of total money income before 


taxes, by tenths and cumulative for each 
of the years 1946 through 1949. It also 
shows the lowest income within the 
group. 

Draw a line separating the upper half 
from the lower half and you will see that 
there is practically no variation, year by 
year, in the per cent of total money in- 
come which goes to the upper half: 
1949—78 per cent, 1948—76 per cent, 
1947—78 per cent, 1946—77 per cent. 
There is, however, a fairly large varia- 
tion in the lowest income figure: 1949— 
$2,700, 1948—$2,840, 1947—$2,530, 
1946—$2,300. 

It seems to me that this is an excellent 
example of the superiority of the pro- 
portional division to the fixed income 
division. The upper half—or the top 
quartile or any other fairly sizable fixed 
proportion—seems to get almost exactly 
the same proportion of the total money 
income, and to account for almost 
exactly the same proportion of the total 
consumer expenditure, regardless of 
changes in dollar income and price levels. 
On the other hand, an arbitrary division, 
such as $2,000 or $3,000 cuts off the 
population at an entirely different level 
one year than it does the next, making 
comparisons, in my opinion, far less 
valid. 

Raovut BLuMBERG 
The Washington Post 
Washington, D. C. 
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Research in Marketing 


Editor ORIN E. BURLEY 


Editorial Staff: R. Bartes, Ohio State University; RicHarp M. CLewetr, 
Northwestern University; J. H. Lorie, University of Chicago; J. R. Ric- 
GLEMAN, U.S. Department of Commerce. Initials of staff members, in brack- 
ets following subject headings, identify the reviewers of the individual 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of 
the publications mentioned in the following 
pages should address their requests to the 
respective publishers.—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


1. Advertising 
2. Selling—Personal 
3. Industrial Marketing 
4. Marketing Farm Products 
5. Marketing Minerals 
6. Marketing Services 

7. Producers’ Marketing of Consumer 

Goods 

8. Product Analysis 

g. Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 

12. Cooperative Marketing 

13. Credit—Mercantile and Retail 
14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 

18. Federal, State, Local Regulation 
I9. Taxation 
20. Marketing Theory 
21. Prices and Price Policies 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Measurement of Advertising Audiences. 
Darrel B. Lucas and Steuart Hender- 
son Britt, Harvard Business Review, 
September, 1950. [J.H.L.] 


This is a description and criticism of the 
varied methods of measuring (a) circulation, 
(b) media audiences, and (c) the audiences 
of specific advertisements. 


1.2 First Readership Tests Show Best Tech- 
niques for Latin America. Richard L. 
Edsall, Printer’s Ink, June 30, 1950. 
[R.M.C.] 


Advertisers directing messages to cus- 
tomers in foreign countries will be interested 
in reading this article in full, for it indicates 
that the advertising techniques which have 
been successful in the United States may not 
be equally successful in foreign countries. 

The conclusions presented are based upon 
an analysis and interpretation of 11 post-war 
advertising readership studies made on the 
Spanish and Portuguese editions of the 
Reader’s Digest in Havana, Mexico City, and 
Rio de Janeiro, from 1945 through 1948. 


1.3 Slide Rules Are No Substitute for Faith 
in Advertising. J. E. Sorrell, Printer’s 
Ink, June 23, 1950. [R.M.c.] 


All researchers know that in their search 
for precise measurements of advertising ef- 
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fectiveness some important considerations 
are neglected because they cannot be meas- 
ured. It is pointed out in this article, which is 
confined to industrial advertising, that re- 
searchers need to be reminded of this from 
time to time, for the exclusion of unmeasur- 
able factors may produce results of question- 
able value. Giving an air of precision to 
results that are not actually precise has two 
undesirable results. First, the user of such a 
study is misled, which is doubly undesirable 
because his normal tendency is to attach a 
high degree of precision to research results. 
But more important to the individual re- 
searcher is that the people for whom he 
works, upon seeing reports with precise and 
definitive answers, may expect the same 
type of work from him. This may force the 
researcher to produce the same type of work 
which in the long run may be a disservice to 
marketing research. The essence of this 
article is that the evaluation of some aspects 
of advertising must be in terms of what it is, 
an intangible asset of business. 


1.4 How Not to Use Readership Ratings. 
James D. Woolf, Advertising Agency, 
August 1950. [R.M.c.] 


It is very possible that an advertisement 
with a reader rating of 10 could outsell one 
with a rating of 80. Frivolous attention- 
getting advertisements may secure high 
readership but fail to ring up the sale. The 
mail-order expert, whose copy is subject to 
fairly close check for sales effectiveness, 
knows that he cannot waste his space on 
“cute’’ or “clever” tricks to build up reader- 
ship in itself. His eye is on the “extreme 
maximum of sell” which means that his at- 
tention-getting techniques are directly re- 
lated to the selling message and that his 
page is strictly business. Mr. Woolf believes 
that the requirements of mail-order and of 
general national copy are much more similar 
than is commonly believed. 


1.5 The Effect of Color in Direct Mail Ad- 
vertising. J. William Dunlap, Journal 
of Applied Psychology, August, 1950. 
[J.H.L.] 


Notices of expiration of membership were 


sent to members of the Kansas State Uni- 
versity Alumni Association. The group was 
systematically divided into four sub-groups, 
each of which received a notice on a card of a 
different color. The effect of color on the rate 
of return was insignificant statistically. 


1.6 Is the Trade-Mark Declining as a 
Marketing Tool? Victor Lebow, 
Printer’s Ink, July 21, 1950. [R.M.c.] 


A critical problem for the small and 
medium-sized national advertiser is being 
created by the great number of brands, the 
development of powerful controlled brands, 
the cost of advertising, and several other 
conditions, according to the author of this 
article. He wonders if the smaller enterprise 
may not have to turn to devices other than 
its trade-mark, and explores the possibility 
of an umbrella trade-mark covering a 
number of diversified products. 


1.7 U. S. Advertising Volume Passes 5 Bil- 
lion, Hits New High. Hans Zeisel, 
Printers’ Ink, June 16, 1950 [R.M.c.] 


The over-all increase of total advertising 
volume from 1948 to 1949, according to the 
Printer’s Ink index, was 7 per cent. All classes 
of media showed gains except magazines, 
business papers, and outdoor, which showed 
slight reductions running from four to one 
per cent. Considerable gains were registered 
for television, direct mail, and newspapers. 


1.8 The Continuing Study of Farm Publica- 
tions. (New York: The Advertising 
Research Foundation, Inc., 11 West 
42nd Street, 1950, pp. 186, $25) [r.B.] 


This study was one of the projects of the 
Advertising Research Foundation, which is 
sponsored by the American Association of 
Advertising Agencies and Association of Na- 
tional Advertisers. The objective of the 
undertaking was to measure the readership 
of farm publications and thereby to help ad- 
vertisers and advertising agencies make 
more effective use of those publications. 

Each interviewed person who claimed to 
be a reader was shown a qualifying kit con- 
taining 10 editorial items from the surveyed 
issue and 10 editorial items from the next 
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issue, not yet published. The respondent was 
asked to identify the items he remembered 
having seen. After completion of this pre- 
liminary examination, the respondent was 
shown an unaltered copy of the surveyed 
issue and was asked to point out the editorial 
items and advertisements which he remem- 
bered having seen or read. 

The substance of the results of the survey 
contained the per cent of men and women 
reading the various items, the lines they 
occupied, and whether they were in color. 
Interpretation of the findings appear to be 
left mainly to the user. 


9. CONSUMER STUDIES 


9.1 Now We’ve Got Two Markets. Frederic 
A. Kummer, Printer’s Ink, August 11, 
1950. [R.M.C.] 


The United States is rapidly breaking 
down into two markets, each very different 
in tastes, desires and interests. Market 
number one is made up of younger people 
with families who are moved by aggressive, 
price-conscious advertising, by impulse, and 
emotion. Market number two is the 45-and- 
over group which now represents 28.8 per 
cent of the population; by 1980 this per- 
centage may rise to 35.8. This group is made 
up of two-person families, the children living 
in households of their own. Being less im- 
pulsive and more considered in their buying 
habits, this group is moved more by reason- 
why copy. Conservative rather than modern 
art and layout appeal to this group. 

All this means that marketing plans must 
be made with full recognition that these two 
markets may make necessary different prod- 
ucts, product sizes, advertising, and sales 
campaigns. 


9.2 Fawcett Publications Inc. (67 West 44th 
Street, New York 18, N. Y.) Food 
Forum Report, 1950. Free. [0.£.B.] 


This study was based on information re- 
ceived from True Confessions Consumer 
Panel. It deals with the food buying habits 
of True Confessions families, in general and 
in some 64 selected beverage and food items. 


to. COST OF MARKETING 


10.1 Six Management Assumptions Keep 
Distribution Costs High. Charles W. 
Smith, Industrial Marketing, June, 
1950. [R.M.C.] 


Recent studies of a number of leading 
companies indicate that reduction of market- 
ing costs may be blocked in part by several 
fallacious assumptions. Recognition that 
these assumptions are not valid is the first 
step toward cost reduction. The assumptions 
are: 


1. Salesmen know the best prospects and 
do not need to be told where to call. 

2. Salesmen understand and apply sales 
policies uniformly. 

3. Salesmen will teach themselves, in time, 
the best ways to sell all products. 

4. Past sales are a sufficiently good yard- 
stick for measuring sales opportunity. 

5. Straight commissions are always a 
sound method of compensating sales- 
men. 

6. Forecasting sales or effectively coordi- 
nating sales with production cannot be 
done. 


14. RETAILING 


14.1 Need for New Shopping Center De- 
termined by Survey of Consumers. 
Printer’s Ink, June 23, 1950. [R.M.C.] 


A survey made in connection with the 
opening of a multimillion-dollar shopping 
center in the residential Oakwood section of 
Dayton, Ohio, showed a preference for eve- 
ning over Sunday shopping hours, street 
level parking facilities with no attendant, 
and modern architecture. Selected recrea- 
tional facilities were indicated as a must. A 
movie theatre, swimming pool, and skating 
rink were asked for by 79 per cent or more of 
those interviewed. Little desire was ex- 
pressed for a children’s playground. This 
survey, based upon interviews with 630 
families, is said to have materially aided ar- 
rangements for financing the center and 
leasing its units. 
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14.2 Shopping Centers. Joseph Reiss, Print- 
er’s Ink, June 9, 16, and 23, 1950. 
[R.M.c.] 


A tremendously significant trend has 
gained momentum within the past two years, 
the establishment of large suburban shopping 
centers. The present nature, general market- 
ing implications, and future pattern of these 
new type centers are discussed in this series 
of three articles. 

The tendency for retail trade to gradually 
shift from downtown areas to outlying busi- 
ness centers has been speeded up in the past 
few years through the planning of suburban 
centers according to pretty well established 
principles of real estate development and, 
more recently, of marketing and merchandis- 
ing fundamentals. Large-scale retailers are 
increasing the amount of attention given to 
suburban shopping centers and large in- 
vestors such as insurance companies are 
supplying some of the funds for their de- 
velopment. Congestion in downtown areas is 
one of the principal reasons for this fast- 
moving development, which has produced 
shifts of major significance to those inter- 
ested in marketing. 

Points of particular interest in these arti- 
cles are: 


1. A description of the shopping-center 
customer based upon the experience of 
shopping-center store proprietors and 
their salespeople. 

2. Case histories of two shopping centers 
which have sprung up in the suburbs of 
larger cities since World War II. 

3. The new pattern of highly localized ad- 
vertising and selling which is emerging 
along with the nationwide growth of 
shopping centers. 

4. The attempts to find currently useful 
generalizations relating to suburban 
shopping centers. For example: 

a. Successful shopping centers must be 
planned by men who are merchan- 
dising minded. 

b. No shopping center can succeed 
without a department store. 

c. Limited-line specialty shops dealing 
in shopping goods, particularly 
women’s accessories and children’s 


wear, have tough sledding without 
similar stores to permit shopping. 
On the other hand, food super- 
markets can exist alone. 

d. The importance of good lines of 
branded merchandise in a shopping 
center cannot be overestimated, 
particularly in the case of children’s 
wear, footwear, men’s wear, utensils, 
small appliances, and home furnish- 
ings. 

5. A brief description of some of the 
suburban developments that have been 
opened in the past 12 or 15 months, and 
others that are under way. 


14.3 We’re Building Gas Stations Into 
Automotive Department Stores. 
Robert M. Gray, Printer’s Ink, July 
14, 1950. [R.M.C.] 


Esso Standard Oil Company researchers 
found that 66 per cent of the motorists buy 
one brand of gasoline most of the time from 
one particular station and that 16 per cent 
buy one brand but not from one station. 
Also of interest is the finding that 75 per cent 
bought anti-freeze, 44 per cent batteries, 37 
per cent tires and tubes, and 20 per cent 
other accessories at the gasoline station. 
These percentages are believed by the author 
of this article to be low and he points out that 
the corner gasoline station is to the motoring 
public an automotive department store. No 
information is given regarding the scope or 
method of the survey which resulted in the 
above data. 


14.4 Main Street Extends to the Open 
Country. Don Ross, Printer’s Ink, 
August 4, 1950. [R.M.c.] 


Decentralization of retail stores is not con- 
fined to larger cities. Just beyond the corpo- 
rate limits of thousands of cities, towns and 
villages, retail stores are springing up. High 
rent, parking problems, and rerouted high- 
ways are primarily responsible for this 
change, although there may be other reasons 
why consumers like such locations, such as 
the social opportunities presented. 

Among the principal lines of merchandise 
found in these locations are farm implements, 
furniture, rugs, hardware, groceries, meals, 
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gasoline, feed, and, to some extent, used 
automobiles. But automobile agencies and 
retailers of apparel are seldom included in 
these newly developing groups. 

Apparently this shift had its roots in the 
depression of the early 1930’s when farmers 
brought a miscellaneous collection of goods 
to be auctioned at the Sale Barn. In time a 
restaurant, service station, implement house, 
locker plant, grocery store, and others came 
into being. More stores brought more people. 
Another growth influence has been the re- 
routing of highways away from Main Street 
which, in turn, made necessary the relocation 
of some retail stores. The answer for many 
was to relocate in a retail cluster already de- 
veloping on the highway just outside of town. 


14.5 The Super Market Industry Speaks, 
1950. (New York: Super Market 
Institute, Inc., 1950, pp. 31). [R.B.] 


This study, the second annual report by 
the members of the Super Market Institute, 
is based on a questionnaire survey sent to all 
members in January 1950. Replies received 
from 67 per cent of the members are taken as 
representative of the entire super market 
field. 

Among the topics surveyed were the fol- 
lowing: sales gains, dry grocery store inven- 
tories, distribution of sales, expense ratios, 
gross markup ratios, typical 1949 gross mar- 
gins, advertising expense ratios, week-end 
specials, expansion in 1949, expansion in 
1950, departmental operations,  price- 
marking, store hour policies, service, etc. 

The study presents much useful informa- 
tion that enables one to understand the 
super market field better not only in retro- 
spect but also in prospect. 


14.6 How to Keep Volume Up and Costs 
Down. (New York: Super Market 
Institute, 1950, pp. 127). [R.B.] 


This publication is the proceedings of the 
Mid-Century Convention of the Super 
Market Institute held in Chicago in May of 
1950. 

Numerous speeches are briefly reported 
dealing with four main topics of the conven- 
tion: (1) how to keep volume up, (2) how to 


meet the new competition, (3) how far to 
go in self-service, and (3) how to keep costs 
down. 


17. WHOLESALING 


17.1 “Survey of 149 Operations of Service 
Wholesale Druggists,’”’ Bulletin No. 
41, by Orin E. Burley. (The Na- 
tional Wholesale Druggists’ Associa- 
tion, 330 W. 42nd Street, New 
York.) Pp. 43. Free. [R.B.] 


This survey of 1949 operations of service 
wholesale druggists contains many tables 
and charts dealing with service wholesale 
druggists’ operations. Returns, representing 
more than 50 per cent of the total wholesale 
drug trade, are classified first as to size of 
operation and second as to territory. The 
purpose of this study is to provide standards 
by which wholesaling management may 
judge individual company operations against 
industry averages. This study provides the 
most complete breakdown of operating cost 
data in any wholesale field. 


22. GENERAL MARKET STATISTICS 


22.1 U. S. Department of Labor, Bureau of 
Labor Statistics. [J.R.R.] 


Techniques of Preparing Major BLS Sta- 
tistical Series. Descriptions of the methods 
by which its major statistical series are pre- 
pared have recently been issued in a concise 
bulletin by the U. S. Labor Department’s 
Bureau of Labor Statistics. In all, 13 de- 
scriptions are included in the bulletin. They 
cover industrial employment; labor turn- 
over; earnings and hours in industry; union 
scales of wages and hours; occupational 
wages—both the sampling procedures and 
the conduct of surveys; strike statistics; 
productivity; industrial injuries; housing 
volume; expenditures for new construction; 
monthly and weekly wholesale prices; and the 
consumers’ price index. The 13 technical 
notes first appeared in the Monthly Labor 
Review between September 1949 and April 
1950. They were later brought together in 
the Bureau’s 72-page Bulletin No. 993.— 
Techniques of Preparing Major BLS Sta- 
tistical Series. Copies may be obtained at a 
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cost of 40 cents each from the Superintend- 
ent of Documents, U. S. Government Print- 
ing Office. 


22.2 U. S. Department of Commerce. Bu- 
reau of Foreign and Domestic Com- 
merce. [J.R.R.] 


Market Research Sources, 1950—A Guide 
for Sales Executives and Market Analysts. In 
this ninth edition, the first since 1940, will be 
found sources of prepared data useful in 
measuring market potentials, setting sales 
quotas, selecting distribution channels, plan- 
ning advertising campaigns, and analyzing 
present and future prospects. References are 
given to research conducted by Federal and 
State government agencies, chambers of 
commerce, trade and professional associa- 
tions, colleges and universities, publishers, 
and commercial organizations. Bridging the 


. gap between 1940 and 1950, this book em- 


phasizes postwar activities and stresses 
scientific methods used in measuring con- 
sumer needs, in selecting channels of dis- 
tribution, and in adapting products to pres- 
ent-day conditions. Over 1,500 sources of in- 
formation are listed, citing approximately 
5,000 research projects. It contains a com- 
plete finding guide to enable the user to 
readily find specific data. Available from the 
Field Offices of the U. S. Department of 
Commerce or Superintendent of Documents, 
261 pages, cloth, $2.25. 


22.3 U. S. Department of Commerce. Bu- 
reau of the Census. [J.R.R.] 


Census of Business, 1948.—Various kinds 
of data from the 1948 Census of Business are 
being released by the Bureau of the Census 
as they become available. Among the pre- 
liminary reports that have already been pub- 
lished are: “‘Nation’s 32 Largest Metropoli- 
tan Areas Do Two-Fifths of Retail Business” 
(May 31, 1950) 6 pages including table; “‘Re- 
tail Trade,” a comparative State summary, 
1948 and 1939 (July 2, 1950) 4 pages includ- 
ing table; ‘Selected Service Trades,” a com- 
parative State summary (July 16, 1950) 4 
pages including table; “United States Sum- 
mary, Census of Business, 1948 and 1939” 
(May 27, 1950) 8 pages including table; 


“Wholesale Trade,” a comparative State 
summary, 1948 and 1939 (July 9, 1950) 4 
pages including table; and ‘Wholesale Trade 
in 1948, Fifty Largest Counties” (August 6, 
1950) 4 pages including table. 


22.4 U. S. Department of Commerce [J.R.R.] 
National Income Number of the Survey of 
Current Business (Fuly 1950). Detailed sta- 
tistics for the national income, national prod- 
uct, and related series for the year 1949, and 
revised estimates for certain prior years are 
presented in the July 1950 Survey of Current 
Business. This issue of the Survey and the 
special 1947 National Income Supplement 
together contain in their entirety the com- 
prehensive set of national income and prod- 
uct estimates prepared by the Office of 
Business Economics since 1929. The Na- 
tional Income Supplement provides a basic 
annotated record incorporating an explana- 
tion of fundamental concepts and procedures 
and is essential as a base-book for use in con- 
nection with the later statistics presented in 
the July 1950 Survey of Current Business. 


22.5 U. S. Department of Commerce. Bu- 
reau of the Census. [j.R.R.] 


The Census of Manufactures, 1947 has been 
issued in bound volumes as follows: 

Vol. I. General Summary. Detailed com- 
parative statistics for industries and geo- 
graphic areas on selected subjects. 1950. 
355 p. Cloth $2.75. 

Vol. II. Statistics by Industry. General and 
product statistics for each of the 453 indus- 
tries; materials consumed and metalworking 
operations data for selected industries. Com- 
prises, with some revisions, the series indi- 
vidually published as “Industry Pamphlets.” 
1949. 948 p. Cloth $4.75. 

Vol. III. Statistics by States. Selected gen- 
eral statistics for states, metropolitan areas, 
counties, and urban places. Comprises, with 
some revisions, the series individually pub- 
lished as “State Pamphlets.” 1950. 751 p. 
Cloth $4.50. 

Vol. IV. Product Supplement. Covering 
quantity and value of shipments and produc- 
tion for more than 6,000 products manu- 
factured by United States Industry. 212 p. 
Cloth $2.25. 
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23. MARKET AREA STUDIES 


23.1 State University of Iowa. The Bureau 
of Business and Economic Research 
recently completed the following 
studies: [R.B.] 


Iowa Basic Data. The purpose of this book 
is to provide a readily available source of 
data covering a somewhat longer time period 
than is customary in monthly publications. 
The book also presents, along with tables and 
charts, a brief description of the nature and 
significance of each of the economic series 
together with comparative data for the 
United States for most of the series. 

This is primarily a compilation of selected 
economic data from governmental and other 
sources. A few original charts and tables, 
based on estimates of the Bureau are also in- 
cluded. Among the types of data presented 
are the following: general, income, finance, 
manufacturing, construction, trade, and 
agricultural prices, parity ratios, and produc- 
tivity. 

Retail Trading Area Analysis, 11 Southwest 
Iowa Towns. The objective of this study was 
two-fold: first, to compare the present pat- 
tern of retail trading areas in Iowa with those 
discovered 15 years ago by the Iowa State 
Planning Board; second, to discover the ac- 
tual boundaries and the internal character- 
istics of the service areas of lowa communi- 
ties in the hope that the knowledge might be 
used in better community planning. 

The personal interview technique was 
used to gather primary data for this report. 
Respondent residences- were chosen by a 
systematic random method, and the sample 
selected contained 10 per cent of all families 
in the area surveyed. The answers received 
from respondents within the composite trad- 
ing area (including both majority and 
minority areas) were analyzed to show the 
share of trade retailed by the trading center, 
the share drawn off by the large trading 
centers, the share attracted by adjacent 
trading centers, the share that goes to other 
miscellaneous centers or mail order, and the 
share absorbed by small towns within the 
trading area. The complete analysis is given 
for each town surveyed. 


23.2 University of Massachusetts. “Digest of 
an Industrial Survey of Pioneer 
Valley—3 Counties in Western Mas- 
sachusetts,’ by Harold E. Hardy, Di- 
rector, assisted by Francis E. Hum- 
mel. April, 1950. 50 pp. [0.£.B.] 


This survey was sponsored by the Indus- 
trial Committee of the Pioneer Valley As- 
sociation (Headquarters: Northampton, 
Massachusetts). Summaries of studies on 
population, employment and labor in manu- 
facturing, markets, manufacturing establish- 
ments, transportation and power facilities, 
living conditions, and retail trading areas are 
included in this digest. There are twelve 
tables and twenty charts. 


23-3 U. S. Department of Commerce. Bu- 
reau of the Census, and U. S. Depart- 
ment of Agriculture. Bureau of Agri- 
cultural Economics. [J.R.R.] 


State Economic Areas of the United States 
(Map).—New statistical areas called “State 
Economic Areas” have been defined for use 
in reporting many of the data from the 1950 
Census of Agriculture, Population, and 
Housing. Each of the State Economic Areas 
consists of a county or group of counties 
which has agricultural, industrial, and social 
characteristics that differentiate it from 
other adjoining areas. These areas, inter- 
mediate in size between States and counties, 
are designed for use in reporting Census 
statistics of many kinds. They are intended 
to satisfy the needs of numerous users of 
Census data who desire statistics for rela- 
tively homogeneous units of area smaller 
than States but larger than counties. The 
map is available from the Bureau of the 
Census. A Census bulletin entitled State 
Economic Areas: A Description of the Pro- 
cedure Used in Making a Functional Grouping 
of the Counties in the United States is being 
prepared and will be published by the 
Government Printing Office shortly. 


24. RESEARCH TECHNIQUE 


24.1 Geographical Sampling in Testing the 
Appeal of Radio Broadcasts. John 
Gray Peatman and Tore Hallonquist, 
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Journal of Applied Psychology, Au- 
gust, 1950. [J.H.L.] 

The Stanton-Lazarsfeld Program Analyzer 
has heretofore been used with only New 
York audiences. It has now been shown that 
for a New York “Variety” program and a 
Hollywood comedy program the reactions of 
New York and Los Angeles audiences are 
very similar. A Boston audience liked a local 
Boston quiz program better than did a New 
York audience. Both groups liked and dis- 
liked the same things about the program. 


24.2 On the Total Error Due to Non-Inter- 
view and to Random Sampling. 
Z. W. Birnbaum and Monroe G. 
Sirken, International ‘ournal of 
Opinion and Attitude Research, Sum- 
mer, 1950. [J.H.L.] 


Both sampling error and bias due to a 
failure to interview respondents selected for 
a simple random sample cause sample esti- 
mates to deviate from true population val- 
ues. The error due to non-interview bias is 
independent of sample size—and, hence, 
cannot be reduced by substitute interviews— 
and is a function of the population propor- 
tion being estimated. This error is minimized 
when the proportion is 0.§ and reaches a 
maximum as the proportion approaches 
either 0.0 or 1.0. Sampling error, of course, is 
maximized when the proportion is 0.5. The 
consequence of the fact that one source of 
error is maximized when the other is mini- 
mized and vice versa is that the maximum 
possible error due to non-interview bias and 
sampling fluctuations is less than would be 
estimated if each source of error were com- 
puted separately. (Tables are presented 
which show the sample sizes for simple ran- 
dom samples required to yield a given maxi- 
mum possible error due to non-interview bias 
and sampling fluctuations at .os and .o1 levels 
of confidence.) 


24.3 Indirect Methods of Attitude Measure- 
ment. Irving R. Weschler and Ray- 
mond E. Bernberg, International 
Fournal of Opinion and Attitude Re- 
search, Summer, 1950. [J.H.L.] 


Indirect methods of attitude measurement 


are frequently free from some of the defects 
or difficulties that mark direct measure- 
ments. With indirect measurements, re- 
spondents need not be aware that certain 
attitudes are being measured and hence the 
act of measurement need not affect the 
measured attitude. Further, the frequently 
encountered reticence of respondents can be 
lessened if attitudes are measured indirectly 
and without the respondents’ knowledge. 

The stimulus which is used to elicit the 
response from which the attitude is inferred 
may be pictorial, dramatic, oral, or written. 
Various adaptations of projective techniques 
can be used. It is also possible by getting 
respondents to complete sentences or argu- 
ments to get indirect evidence on attitudes. 
Some attitudes are indicated by allowing 
respondents to choose between alternative 
incorrect answers to questions, the choice of a 
particular error indicating a particular atti- 
tude. (An extensive bibliography is ap- 
pended.) 


24.4 Controlled Selection—A Technique in 
Probability Sampling. Roe Goodman 
and Leslie Kish, Yournal of the 
American Statistical Association, 
September, 1950. [J.H.L.] 


Controlled selection is any process which 
maintains fixed probabilities of selection of 
individual elements of the population and 
alters the probabilities of selecting combina- 
tions of elements so that preferred combina- 
tions have probabilities of selection that are 
greater than can be achieved through strati- 
fication. 

The sampling error for a sample of a given 
size is usually greater with controlled selec- 
tion than for stratified random sampling. 
Controlled selection, however, often can re- 
duce costs enough to make such a method 
economically more efficient than stratified 
random sampling. It is possible for controls 
to be used without injecting bias into the 
sample estimates. (Examples of the use of 
such controls are provided along with some 
bibliographical references.) 


25. MARKETS—SPECIFIC PRODUCTS 
25.1 New Textiles May Switch Business 
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Trends in Second Half Century. 
Milton Adler, Printer’s Ink, July 7, 
1950. [R.M.C.] 


Manufacturers, merchants, and advertis- 
ing agencies are advised in this thought- 
provoking article to watch the development 
of (1) synthetic textile fibers, (2) full 
launderability for wool and (3) nonwoven 
fabrics, inasmuch as these and other changes 
in textiles and their use may have far-reach- 
ing effects upon the volume and nature of 
the products they sell in the near and distant 
future. 


26. MISCELLANEOUS 


26.1 Pitfalls in Population Forecasts and 
Projections. Harold F. Dorn, Your- 
nal of the American Statistical Associ- 
ation, September, 1950. [J.H.L.] 


The demographers, because of their re- 
markably accurate forecasts of changes in 
the population in the United States prior to 
1940, had come to have their estimates 
uncritically accepted by both other social 
scientists and the general public. The spec- 
tacular underestimation of the population 
increase during the 1940’s makes critical 
examination of their methods necessary. 

The primary error of the demographers— 
or at least of their interpreters—was an in- 
sufficient recognition of the fact that the 
voluntary control of fertility can cause the 


birth rate to fluctuate substantially as 
people react to economic, political, and mili- 
tary developments. This means that a fore- 
cast of population changes is subject to the 
same kinds of uncertainty that afflict pre- 
dictions of other social phenomena. 

A second major error has been an under- 
estimation of the reduction in mortality 
rates as a result of medical and other scien- 
tific developments. 

A third error has been the willingness to 
use without sufficient caution theoretical 
models based upon assumptions of a stable 
structure of such demographic variables as 
age, sex ratio, etc., when stability has not 
existed in the United States. 


26.2 U. S. Department of Commerce. 
[J.R.R.] 


Suggested Research Problems —This publi- 
cation is designed to assist graduate students, 
faculty members, and bureaus of business re- 
search in initiating research projects for 
which there is a recognized need on the part 
of businessmen and others. A total of 213 dif- 
ferent research problems are listed. These 
represent the suggestions of 181 different 
individual and organizational contributors. 
One section directly on the subject of 
marketing is included, and a number of the 
other sections are of much interest in this 
field. Available from the Government Print- 
ing Office, 55 cents. 
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Sates Promotion HanpsBook, edited by 
John Cameron Aspley. (Chicago: Dartnell 
Corporation, 1950. Pp. 1071. $10.00.) 
Readers who have become familiar over 

the years with the five editions of the Sales 

Manager’s Handbook will be interested to 

know that a split in subject matter has now 

been made, resulting in two Handbooks in- 
stead of one. The sixth edition of the Sales 

Manager’s Handbook, published in 1949, 

treats with that phase of modern marketing 

having to do with sales planning and ad- 
ministration. The 1950 companion volume 
under review, entitled Sales Promotion 

Handbook deals with sales promotion and ad- 

vertising. Such a division of subject matter 

permits a more adequate coverage of the two 
main operating divisions of marketing, at the 
same time permitting greater specialization 
of reader interest. The Sales Manager's 

Handbook deals with formulating the sales 

plan, building the sales organization, and 

getting it into profitable operation. The Sales 

Promotion Handbook, to quote the pub- 

lishers, ‘covers those functions of marketing 


374 


which come into play after the sales organiza- 
tion is operating and is in a position to capi- 
talize on a planned sales promotional effort. 
It deals with the use of advertising to pro- 
mote sales and makes no effort to cover the 
mechanics of advertising.” Treating with the 
promotion of both durable and consumer 
goods, it outlines promotions to be used after 
goods have been distributed, means of 
broadening the market for a product, meth- 
ods of pulling a sales territory out of the 
doldrums, and other profitable uses of sales 
promotion and advertising. 

In compiling this Handbook, certain sec- 
tions of the fifth edition of the Sales Man- 
ager’s Handbook have been included as well 
as material drawn from other Dartnell pub- 
lications relating to sales promotion prac- 
tices. Most of the material, however, is pub- 
lished here for the first time and is based on 
field research and case studies by Dartnell 
staff editors in collaboration with an impres- 
sive list of sales executives. There are forty 
chapters dealing with such subjects as sales 
promotion today, sales promotion organiza- 
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tion, the budget for sales promotion, sales 
leads and inquiries, letter improvement pro- 
grams, catalogs and price lists, the planning, 
treating, and production of sales promotion 
literature, sales manuals, portfolios and 
visualizers, mailing lists, customer service 
programs, store displays and promotions, 
trade and technical advertising, store and 
home demonstrations, dealer meetings, state 
fairs and trade shows, training dealer per- 
sonnel, sampling and coupon promotions, 
and introduction of the new product. Promo- 
tions through various types of distributors, 
such as wholesalers, manufacturer’s agents, 
department, specialty, and chain stores, are 
covered in some detail. Methods of control- 
ling sales promotion expenditures and meas- 
uring sales promotion results are included as 
well as a chapter on sales promotion equip- 
ment—the various types and uses. The book 
is well indexed and there is a helpful bibli- 
ography of supplementary material in com- 
pensation for the sketchiness of certain 
chapters. By way of keeping the sales promo- 
tion manager in line on expenditures as well 
as supporting his hand in making them, there 
is an appendix showing how 221 companies 
spend their sales promotion dollars. The 
figures are broken down by lines of business. 

The book is valuable in bringing together 
a wealth of material from widely scattered 
sources in a form readily accessible for the 
use of sales promotion executives. Teachers 
and students will find the book a handy ref- 
erence and an important addition to their 
marketing libraries. 

Davin E. 

Stanford University 


STANDARDS AND LABELS FOR CONSUMERS’ 
Goons, by Jessie V. Coles. (New York: 
The Ronald Press Company, 1949. Pp. 
556. $5.00.) 

This book was designed to serve several 

purposes. 

1. To provide a history of the movement 
for the standardization of consumers’ 
goods. 

2. To examine the present status of that 
movement. 

3. To suggest methods whereby systems 


of standards and labels for consumers’ 
goods may be established and brought 
into use. 

4. To provide ammunition for overcoming 
the fears and objections which some 
producers entertain with respect to 
consumer standards. 


5. To stimulate ultimate consumers to use 
and demand standards and labels. 


The treatment is divided into seven parts. 
The first Part presents background material 
with respect to the economic position of the 
ultimate consumer, his characteristics as a 
buyer, and his elements of strength and 
weakness in the market place. It also outlines 
the growth of the consumer movement. 

The second Part deals with labels now in 
use, indicating the purposes for which the 
seller uses them and the extent to which they 
are useful to and are actually employed by 
consumers in their buying activities. Brands 
as a form of label are examined somewhat 
critically. Criteria of a good label are estab- 
lished. 

Parts Three, Four, and Five discuss stand- 
ards, their meaning, purposes, and types; the 
forms in which standards are expressed; the 
ways in which they are used in buying for 
industry and resale and the ways in which 
they are or can be used in the buying and 
marketing of consumers’ goods. The proc- 
esses by which standards for consumers’ 
goods are developed and established are de- 
scribed in some detail as is the matter of the 
terminology of consumers’ goods standards. 
Considerable attention is devoted to descrip- 
tive or informative labels as a means of 
making standards effective at the point of 
sale to the consumer. 

Part Six is devoted to the grade labeling 
controversy, its history, its present status 
and the issues involved. In this Part it be- 
comes apparent that the author is rather 
strongly in favor of the use of grade labels as 
a means of implementing a system of stand- 
ards for consumers’ goods. 

Part Seven describes the current practice 
in the use of standards and labels in the 
marketing of several types of consumers 
goods; foods, clothing, household textiles, 
furniture, household equipment, building 
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materials, drugs, and cosmetics. 

Miss Coles writes well. Her material is 
well-organized, logically arranged, and pre- 
sented in a clear and orderly manner. Her 
book gives evidence of thorough and careful 
research and of a wide knowledge of the sub- 
ject with which she deals. 

Miss Coles’ book will be worth examina- 
tion by all marketing teachers whose work 
touches upon the problem of consumption; 
it presents a wealth of information and care- 
ful analysis with respect to one of the chief 
phases of that problem. It is worth serious 
study by businessmen engaged in managing 
the sale of consumers’ goods because it de- 
scribes in greater detail than is to be found 
anywhere else one of the chief problems in 
consumer relations with which they must 
deal and because it represents a growing 
public attitude with which they must recon- 
cile their marketing operations. 

R. S. ALEXANDER 
Columbia University 


Tue Ropert Letrer Book, by 
Robert Collier. (New York: Prentice-Hall, 
Inc., 1950. Pp. 463. $5.65.) 

The sixth edition of this popular book, re- 
vised and enlarged, was completed just a few 
days before the death of the author. Like its 
predecessors, it makes no claim for successful 
letter-writing through blindly following a set 
of rules. Rather, Mr. Collier suggests, one 
should become so familiar with the successful 
efforts of others that they become a part of 
himself. Becoming a part of himself, ideas 
present themselves for adaptation to par- 
ticular circumstances when need arises. The 
book is a compendium of letter-writing ideas. 

The title of the book gives no information 
with respect to the type of “letter-writing” 
covered in the content of the book. There- 
fore, it must be pointed out that there is no 
attempt here to present the usual type of 
business correspondence material. The dis- 
cussion deals entirely with sa/es letters. 

The first nine chapters of the book set the 
stage for the remainder. Here is the theme, 
attempted by many other writers and, there- 
fore, not new, of consumer reaction to vari- 
ous sales appeals. Fundamentally, the ques- 


tion is that of “what makes people buy?” 
What are the impulses which cause people, 
in somewhat restless fashion, to want this, 
that, or the other? What causes one appeal 
to show little or no results and then, merely 
by the changing of a few words, produce 
phenomenal success? Sales have undoubtedly 
always been made on the basis of these 
fundamentals but it may be questioned 
whether the seller was usually aware of them. 

The author’s analysis of the above ques- 
tions leads him to formulate six essentials for 
a good sales letter. These may be briefly 
summed up as follows: 1) The opening, 
which gets the reader’s attention by fitting 
in with his train of thought, and prompts 
him to read further. 2) The description or 
explanation, which pictures the proposition 
by outlining important features and then 
filling in necessary details. 3) The motive or 
reason why, which impels the reader to do as 
you want him to do by describing what the 
product or service will do for him. 4) The 
proof or guarantee, which offers proof of the 
truth of the statements or establishes a 
money-back-if-not-satisfied guarantee. 5) 
The snapper or penalty, which induces im- 
mediate action by showing money loss 
through delay, or prestige or opportunity 
gained through acting at once. 6) The close, 
which tells the reader just what to do and 
how to do it, and makes it easy for him to act 
at once. 

The remaining chapters of the book con- 
tain numerous specific exataples from vari- 
ous companies showing how these six ele- 
ments have been put to successful use. 

The book represents a real study in suc- 
cessful sales letter-writing and the reader 
would do well to approach the work from 
this point of view—a course of study in di- 
rect-mail sales. 

ArEND E. Boer 
University of Pittsburgh 


ProBaBILITy THEORY FOR STATISTICAL 
Metuops, by F. N. David. (London and 
New York: Cambridge University Press, 
1949. Pp. 227. $2.75.) 

This book is addressed to the student of 
mathematics who is particularly interested 
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in supplementing his reading on statistical 
method. It is concerned with the application 
of fundamental probability theorems, and 
the proof of these theorems. 

The first chapter is devoted to “funda- 
mental ideas” regarding the meaning, defini- 
tion, and interpretation of probability. The 
remaining sixteen chapters are devoted to a 
discussion of the binomial theorem, multi- 
nomial theorem, random variables, least 
squares, and the like. 

Although the book might well prove to be 
a valuable aid to the student of mathematical 
statistics, it will be a rare person in the field 
of marketing who will care to devote the 
specialized study necessary for effective 
utilization of the many long and involved 
formulas used in the presentation. 

Crar.es J. Marsu 
Golden Gate College 


Economics or TRANSPORTATION, by Marvin 
L. Fair and Ernest W. Williams. (New 
York: Harper and Brothers, 1950. Pp. 757. 
$5.50.) 

This is an excellent and balanced treat- 
ment of the economics of the American trans- 
portation system. It differs from books 
previously published on the subject in that 
the authors have had the courage to depart 
from the traditional method of dealing with 
transportation in the scheme of things in this 
country. Instead of relying heavily on the 
economics of railroad transport and virtually 
ignoring the other forms, and going into 
great detail on government regulation, they 
have placed their greatest emphasis on the 
nature of transportation service, and more 
on the economic factors which shape govern- 
ment regulation than with the ramifications 
of the regulation itself. Their treatment is de- 
signed to show the place of transportation as 
a function of economic development and 
economic activity, treating all modes simul- 
taneously in so far as possible. 

In this work it is assumed that the study 
of the economics of transportation should 
relate primarily to the analysis of the func- 
tion of transportation in the economic sys- 
tem; how it has contributed to the evolution 
of the modern economic and social order; the 


nature of the demand for and supply of trans- 
portation; the development of transport 
facilities, services of all types, and rate struc- 
tures in response to economic and govern- 
mental influences; and the considerations 
involved in the evolution of an integrated 
transportation service. This approach will 
surely prove refreshing to teachers, students, 
and general readers particularly among 
marketing people. It is one that has been long 
needed. 

The book is divided into five parts: Part I, 
“Economics of Transportation Develop- 
ment,” is much more than a brief survey of 
the growth of the modern modes of trans- 
portation. The developments are tied into 
the framework of the social and economic 
functions of transportation and their applica- 
tion in the development of our national 
economy. Part II, “Economics of Transpor- 
tation Service,” is where the authors have 
departed most widely from the usual treat- 
ment of the subject, at least in emphasis. 
Here the elements of the demand for and 
supply of transportation service are critically 
reviewed. Management is recognized as the 
major factor in the supply of transportation 
service and the relative economy and fitness 
of each mode of transportation to supply the 
various types of service demands are identi- 
fied. Part III, “Economics of Transportation 
Rates” is of particular interest to marketing 
people since it places primary stress upon the 
economic nature of transportation rates and 
their impact on economic location and mar- 
ket structures rather than on the policy con- 
siderations in rate regulation as has previ- 
ously been the traditional method of 
presenting the subject. Part IV, “Economics 
of Transportation Regulation,” presents the 
development of regulation of each mode of 
transportation in a more traditional manner 
but at the right time for both student and 
general reader, after they have had an op- 
portunity to see where regulation really fits 
into the scheme of things. Part V, “‘Problems 
of Transport Policy,” presents the principal 
considerations involved in the many im- 
portant issues involved in the administration 
of transportation policy with respect to pub- 
lic regulation and aid. This is the weakest 
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portion of the book and one which may de- 
tract from a more general adoption as a text 
since many will disagree with the opinions of 
the authors, particularly in their statement 
of “A National Transportation Policy” in 
their last chapter. It is unfortunate that they 
went quite so far in an expression of their 
own opinions in a book designed to be used 
by those less familiar with the many ramifi- 
cations of transportation policy than the 
authors. 
Joun H. Freperick 

University of Maryland 


How to Write ADVERTISING Copy THAT 
SELLS, by Frank E. Fehlman. (New York: 
Funk and Wagnalls, 1950. $5.00.) 


This is another in the Printers’ Ink series 
of advertising-marketing ‘“‘how to” books. 

The 342 pages of text are divided 75 per 
cent case histories and 25 per cent “‘Helps for 
the Copy Writer.” The book is 75 per cent 
good. It is unfortunate that Mr. Fehlman 
was not advised to stick to case histories, use 
some such title as SELECTED SUCCESS- 
FUL ADVERTISING CASES, and stay 
away from helps to the copy writer as such. The 
copy writer will find more help in a study of 
those case histories (Part II of the book) than 
he will in reading “helps for the copy 
writer” (Part I). 

The case histories are interesting reading. 
They show examples of dozens of advertising 
methods, procedures, and techniques that 
can be used by the small- and medium-sized 
businessman. Twenty-four such cases, each 
occupying from four to seven pages each, 
cover the following types of enterprises: 
milk, restaurants, flour, fish markets, meat 
markets, coffee, bread, beauty shops, pianos, 
life insurance, juvenile shoes, small musical 
instruments, ocean travel, insurance, air- 
conditioning, drugstores, commercial banks, 
laundries, furs, jewelry, baby merchandise, 
funeral homes, automobile accessories, and 
savings banks. 

Mr. Fehlman is a most respected adver- 
tising counsel, a man of accomplishment in 
this area of business. He is past president of 
the Advertising Club of New York, lecturer 
at New York University, one of the founders 


of the Sales Managers Club of New York, 
and author of a number of books in the field. 
The case histories written up in the present 
volume, culled from 325 in his files, give some 
ideas on how such a man tackles a variety of 
advertising problems. They make good 
reading. . 

The book has some deficiencies. These are 
nearly all in the first 86 pages, the part of the 
book which was designed to help copy writers 
“find fundamentals that apply to all types of 
advertising and all types of products.” Ex- 
cept for giving some broad general and 
largely unsupported information about how 
women and men react to advertising (Chap. 
5 and 6) the material is not too valuable. 

Here are a few flaws: 

(1) Some of the sub-captions have an un- 
fortunate way of having nothing whatsoever 
to do with the material treated thereunder. 
Examples: p. 20 “Quick Review of the Three 
Answers,” contains no review; p. 23 “Helps 
to a Better Understanding of Local Advertis- 
ing,” contains no helps; pp. 23-24 “How 
Agencies are Selected,” contains information 
on where to go to get the answer but does not 
tell how agencies are selected; p. 25 “How 
One Business Was Built,” contains no such 
material; p. 34 carries the rather important 
title, “‘An Appraisal of Current Research 
Work,” under which appear four paragraphs 
referring to the 1948 presidential opinion poll 
debacle. Again, on p. 38 the material under 
the sub-head “Who Should Ask for Con- 
sumer Research?” does not answer the ques- 
tion. 

(2) There are statements out of relation 
to the discussion. The third paragraph on p. 
26 reads “By this time the reader has prob- 
ably thought of how easily the ideas used to 
sell milk might be adapted to bread, butter, 
oleomargarine, and other products.” But no 
ideas on selling milk had been developed up 
to that point! On p. 32 the chapter opens 
with a sentence which has absolutely nothing 
to do with the rest of the section. The last 
section in Chapter 4 is a hitch hiker, going 
along for the ride. It bears no relation to the 
previous discussion and might better have 
been used to introduce the next chapter. 

(3) There is an unfortunate change of per- 
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son prevailing throughout the book. For in- 
stance, within the space of four consecutive 
paragraphs (pp. 23-24) the author is “the 
writer,” “our,” “we,” and “T, ” 

(4) Little scholarly reference to other 
authorities is made in the book. Also, where 
footnote references are made to other works 
these volumes are on/y those published in the 
Printers’ Ink series. 

(5) A statement made on the flap of the 
jacket, points to the fact that the so-called 
“Fehlman Formula” was “used successfully 
in more than 3,000 national and retail cam- 
paigns for approximately 1,500 advertisers 
in $2 markets embracing 325 products and 
services!’ I should like to make the following 
comments concerning the material in Chap- 
ter 2 entitled, The ““Fehlman Formula” for 
Copy Writers. 

(a) I can hardly agree that size, headline, 
frequency and number of words are the four es- 
sentials of an advertisement. 

(b) I can hardly go along with the con- 
clusion that the size of the average news item 
in the daily paper (100 lines) should be used 
as an unqualified guide when establishing the 
layout format of an advertisement. 

(c) I can not go along with the second part 
of the “formula” which requires that my 
secretary (or presumably some other such 
person) be asked to read the copy I have pre- 
pared and then write the headline for my 
advertisements. 

(d) I cannot accept the conclusion that 
the frequency of advertising should be 
governed entirely by the observation that 
department stores have discovered that 
“most retail advertising works or sells for 


forty-eight hours—about two days.” 


(e) I cannot accept the conclusion that be- 
cause the “average newspaper ad contains 
sixty-three words,” copy writers should use 
that number of words when they write ad- 
vertisements. 

The book is not a text book, but college 
students would do well to read and study the 
case histories in Part II. This reviewer sug- 
gests that advertising people read the book 
beginning with page 87. 

L, Doremus 
New York University 


Soctat Science ResearcH Metuops, by 
Wilson Gee. (New York: Appleton-Cen- 
tury-Crofts, Inc., 1950. Pp. 390. $4.00.) 
Although a reviewer should curtail any 

enthusiasm, as a matter of critical judgment, 


the policy here may be disregarded. Here is a . 


book, at long last, which meets in no uncer- 
tain manner the need of marketing research- 
ers for a statement of what the scientific 
method is like and a comprehensive descrip- 
tion, not only of the physical sciences, but of 
social science. Because it is in this latter field 
that the marketing researchers work, it is 
indeed pleasing that a book comes from an 
author so well established as a scientist in 
both physical and social sciences, with long 
experience in administrative fields where he 
has had to justify his points of view in a 
practical manner. 

The book treats solely of principles and of 
methodology in the sciences. It does not treat 
of specific techniques in the application of 
research to social science, rather of basic 
understandings of what the nature of the 
science is with the assumption that others 
may construct more definite techniques. It is 
this background, so much needed by students 
of marketing research, that is expounded in a 
most unusual range of scholarship. 

A listing of the chapter headings will con- 
vey the range of topics treated and serve to 
convey the nature of the book to those less 
interested in the field and who read reviews 
only. 


I, What is social science? 
II. The social sciences. 
III. Current trends and aes of the 
social sciences. 
IV. The meaning of research. 
V. Science and the scientific method. 
VI. The logical methods. 
VII. The case method. 
VIII. The statistical method. 
IX. The historical method. 
X. The survey method. 
XI. The experimental method. 
XII. Social science research organization. 


Dr. Gee clarifies the controversy over the 
definition of science with his own definition, 
“a reasonably well-authenticated body of 
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classified knowledge formulated with the ob- 
jective of discovering general truths or the 
operation of general laws” (p. 1). Then fol- 
lows an 89 page exposition of the nature of 
the physical and social sciences not found 
elsewhere in print. Marketing researchers 
may tend toward over-emphasis on methods 
without adequate understanding of the con- 
cepts of science and its methods. Approxi- 
mately the next hundred pages are given 
over to the analysis of, and comment about, 
what methods of science can be applied in 
social research. The methods of logic are a 
sine qua non, of course, and are well stated, 
in the one chapter, as the basis for the better 
interpretation of the chapters which follow. 

Possibly the less compelling part of the 
book falls into the inescapable classification 
of the realistic, the discussion of broad types 
of methods which science uses. Yet, it is not 
the objective of the book, apparently, to be- 
come too realistic and specific. But some 
questions may be raised about the classifica- 
tion of the methods of science listed as: the 
case, the statistical, the historical, the sur- 
vey, and the experimental methods. To some 
this classification is as unrealistic as that of 
the statisticians who classify some aspects of 
sampling into “judgment” and “probability” 
sampling, when all sampling must be charac- 
terized by judgment, and imply that when 
an interviewer uses poor judgment that type 
of sampling should be termed “judgment” 
sampling. Dr. Gee may be less scientific when 
he adopts long established but popular terms 
as those characterizing scientific methods. 
This reviewer is astonished to note the rele- 
gation of the experimental method to the 
status of being just one method. To him, all 
scientific methods are relevant to, and parts 
of, the experimental method, where as many 
factors as possible are controlled and where 
the use of the scientific method exists rather 
solely in eliminating the one or more varia- 
bles under observation or question. 

Is there a survey method, from a scientific 
point of view? Might it not be the experi- 
mental method with the respondent as the 
variable? Similarly, the case method? And is 
not the historical method, as well as the sta- 
tistical method, subject to as near a stand- 
ardized approach as possible, but always 


with the objective of identifying the one 
variable having the answer to the inference 
or to the hypothesis? This reviewer believes 
that the reason marketing and social re- 
searchers have not progressed more in sci- 
ence, is because research has overlooked the 
sole, sound approach, the experimental 
method, and that all others are mere names 
of approaches distorted in their emphasis, as 
is the concept of “‘judgment sampling” used 
by some understanding statisticians. 

However, Dr. Gee, in personal corre- 
spondence with the reviewer, does not fully 
agree that the other methods should be con- 
sidered an integral part of the experimental 
procedure, in practical application. He 
wrote, “It is necessary to treat other methods 
than the experimental. No matter if broadly 
interpreted, other methods may come under 
the one all-encompassing method which is at 
the basis of all scientific progress. I gave lots 
of thought to the development of this book 
and one has to be realistic and concrete in 
approach when dealing with students. The 
social sciences are very differently situated 
with regard to the applicability of the experi- 
mental methods in contrast with the physi- 
cal and biological sciences. Many authorities 
think that the experimental method cannot 
apply to the social sciences. I think the ex- 
perimental method underlies all scientific 
advancement but that we simply must have 
a broader interpretation of it for the social 
sciences than the one which the physical 
scientists so narrowly contend.” 

This scholarly, penetrating, and wise book, 
dealing as it does with the bases of knowl- 
edge, reveals an inexplicable modesty which 
leads Professor Gee, Director (for many 
years) of the Institute for Research in the 
Social Sciences, at the University of Virginia, 
to apologize (see the Preface): “The author 
wishes to anticipate the criticism of ‘exces- 
sive quotation’ which he feels some will be 
inclined to level against him. He would like 
to inform the reader that the extensive use of 
excerpts is made with deliberate design and 
of necessity. It is impossible for one person 
to speak with authority on so wide a range of 
intellectual concern as this book represents. 
Most of the value which this volume has 
resides in the selection and organization of 
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authoritative, pertinent, and provocative 
materials.” Exclamation point, at this! Some 
readers, and of the more discriminating type, 
will rejoice at scholarship! This assembling 
of the comment of great writers about sci- 
ence and its methods, interpreted through 
the experience of Dr. Gee, is the charm of the 
book. How can he surmise that any informed 
person could call his a “paste-pot and 
clipping” book? Would that marketing 
could have more evidence of assembled 
scholarship, instead of writer’s edicts too 
often found amply in earlier and better 
statements! 

Two final comments: the one is that Dr. 
Gee might have included in his generaliza- 
tions the latest contribution to scientific 
thinking, that book by President James B. 
Conant (Harvard) On Understanding Sci- 
ence (1947). It is a series of lectures de- 
livered at Yale University and published by 
that University Press. President Conant ac- 
cepts earlier definitions so standardized, but 
augments the definition of science as one 
which must include, “that portion of ac- 
cumulated knowledge in which new concepts 
are continuously developing from experi- 
ment and observation and lead to further 
experimentation and observation” (p. 98). 
That states it: the fine book lacks that one 
element, the “‘must” of progressive inference 
and methodology. This concept makes sci- 
ence dynamic and releases it from the zoo- 
logical gardens holding the caged lions of 
thinking. 

The final comment is that, properly in- 
terpreted, this recondite book is a summons 
to the marketing researchers, as one in the 
group of social researchers, to a casting off of 
any clever methodology in favor of basic in- 
vestigation, the principles of which in the 
physical laboratories have brought such im- 
provements to the standard of living in this 
country. 

Guienn N. Merry 
New York University 


Sates Promotion, by Alfred Gross and 
Dale Houghton. (New York: Ronald Press 


Company, 1950. Pp. 434. $5.00.) 


This addition to the literature of the sales 
field by Professors Gross and Houghton of 


New York University should be welcomed 
by marketing teachers and by those actually 
engaged in some phase of sales promotion. 
The authors have undertaken a very broad 
assignment. The term Sales Promotion has 
had a number of usages and has been one of 
the most difficult terms to explain clearly and 
define. The authors have followed the recom- 
mendation of the Definitions Committee of 
the American Marketing Association, i.e. 
that Sales Promotion includes those sales ac- 
tivities which supplement and coordinate 
personal selling and advertising in order to 
increase their effectiveness. 

Specifically, the authors believe that sales 
promotion work is necessary at three levels. 
To quote from the Preface, ‘‘First, it covers 
duties within a company’s own marketing 
division, including those activities which 
supplement both personal selling and adver- 
tising, coordinate them, and help to make 
them more effective; secondly, it includes 
liaison between a company and its dealers for 
the purpose of stimulating sales; this is the 
popular notion of sales promotion. The third 
and rapidly growing phase is liaison between 
a company and its customers.” The result of 
this approach is a very comprehensive treat- 
ment of the subject in which the authors 
have brought together in well-organized 
form a body of information which generally 
has been widely scattered. 

The book is divided into four parts. The 
first part is titled “Working with the Market- 
ing Division” and includes chapters dealing 
with the preparation of the product for 
marketing and cooperation between the ad- 
vertising and the sales departments. Numer- 
ous examples illustrate how the work of the 
two major “sales” departments can be inte- 
grated and coordinated. 

Part II is headed ‘Working with the 
Dealer.” It indicates ways in which the 
dealer can be aided by the manufacturer in 
solving his organization and management 
problems. Special attention is given to point- 
of-sale promotion, cooperative advertising, 
and ways of increasing dealer traffic. The 
training and stimulation of retail sales per- 
sonnel is also treated in some detail. 

The third part is given over to promotional 
work among consumers. The use of pre- 
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miums, consumer contests, and sampling 
receive particular attention, and the various 
methods of consumer education are de- 
veloped. This completes the three-level 
analysis. In a final section the special prob- 
lems of sales promotion in foreign markets 
are discussed, and the sales promotion ac- 
tivities of trade associations are summarized. 

The authors have adopted the survey ap- 
proach, and the material is essentially de- 
scriptive. The presentation is clear and well 
written, a feature which will make the book 
attractive to college students and business 
people alike. As a text it probably will be 
most useful in those advanced marketing 
courses which deal with the broader prob- 
lems of selling, since the material covered 
overlaps to a considerable degree subject 
matter which is ordinarily a part of courses 
in sales management, retailing, and adver- 
tising. A set of questions is found at the end 
of each chapter, and a course project is pre- 
sented in which the instructions are built up 
chapter by chapter as the student proceeds. 

For those presently engaged in sales pro- 
motion, this volume should constitute a fer- 
tile source of ideas, and it should also be 
useful as a measuring stick to measure sales 
promotion activities. The usefulness of the 
book is enhanced by numerous illustrations 
taken from the experiences of major com- 
panies. There is also a final chapter which 
presents a comprehensive treatment of the 
sales promotion methods used by each of ten 
companies. 

A rather short bibliography is given at the 
end of the volume. Since the chapters cover a 
wide range of subject matter in themselves, 
and the treatment of the material is neces- 
sarily limited to a survey of the techniques 
and their uses, a selected bibliography at the 
end of each chapter would have been useful. 

The authors have performed a service by 
stressing the need to integrate and coordi- 
nate all of the sales promotion activities 
carried on within an organization and show- 
ing how it can be done. They have empha- 
sized this belief by recommending that 
wherever possible companies establish sales 
promotion departments which are directly 
under the top marketing executive and at the 


same level as the usual sales and advertising 
departments. This proposal is one which 
might well be considered seriously by many 
companies. 

Epwin H. Lewis 
University of Minnesota 


Hottywoop Looxs at Its AupIENCE, by 
Leo A. Handel. (Urbana, Illinois: Uni- 
versity of Illinois Press, 1950. Pp. 240. 
$3.50.) 

One expects clear-cut, meaningful, clear, 
and concise discussion from the pen of one 
who is probably the only full-time audience 
research director employed by a major mo- 
tion picture company. This book well fulfills 
one’s expectations. 

The author has been prominent in the field 
of objective research, and over a period of 
some ten years has been a practitioner and 
writer in this field. That this book ‘‘brings 
current movie research up to date,” as stated 
by Paul Lazersfeld in his six page preface, is 
proven by perusal of its contents. 

The author classifies his subject matter 
into three major divisions. Part One deals 
with “The Industry and Research. Some 
Fundamental Facts of Film Audience Re- 
search.” Here he takes up the problems in- 
volved in carrying on studies with reference 
to specific motion picture productions, and 
those dealing with general film audience re- 
search. 

Part Two deals with “Studies of Indi- 
vidual Productions.” Herein he describes 
studies conducted at various stages through 
which motion pictures pass: the pretesting of 
the story, selection of players and title, test- 
ing and evaluation of the finished product, 
and research coordination with selling and 
advertising. 

Part Three discusses “Studies of General 
Problems,” wherein he analyzes motion pic- 
ture research methods, techniques, and pro- 
cedures. He deals not only with audience size, 
composition and behavior, but also with such 
factors as expressed and implied preferences 
for specific story types, players, and titles. 
Neither does the author neglect to cover such 
controversial issues as effects of motion 
pictures upon different age and sex groups, 
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admission price trends, and the double 
versus single feature problem. 

He is frankly critical of the industry’s 
quasi-scientific methods of gauging public 
reactions, and points out the many limita- 
tions of dependence upon such measurements 
as box-office returns, sneak previews, fan 
mail analysis, gauging of exhibitor opinions, 
and theatrical tryouts. 

Under problems of film audience research, 
he well emphasizes the speed with which 
motion picture research must be carried out. 
He points out that there is lack of continuity 
in the motion picture medium, in that, as a 
rule, it is seen but once. Then, too, he points 
out that one must include such groups as 
“regular,” “occasional” and “non-movie 
goers,” and also use large samples to mini- 
mize any statistical margin of error. 

With reference to “Studies of Individual 
Productions” under Part Two; he makes a 
searching analysis of aims, objectives, diffi- 
culties, and results of tests before, during, 
and after production, and finally the use of 
research in connection with advertising and 
publicity problems. He mentions that the 
purpose of questionnaires, interviews, and 
tests of various kinds is “‘not to compete with 
the judgment of men who make pictures, but 
to supplement it.’”’ He also believes that for 
artistic or other good and sufficient reasons, 
a producer or director should not be dis- 
couraged from going ahead with a planned 
picture, despite the fact that a test may show 
some other story, player, or title preference. 
However, he points out that over $6,000,000 
a year is spent on story purchases alone by 
Hollywood studios, prior to beginning of 
production costs, which emphasizes the 
value of being as nearly right as possible be- 
fore incurring additional expense. Methods 
of determining preference ratings, not only 
with regard to stories, but to players and 
casting combinations are critically reviewed, 
depth interviews being recommended to sup- 
plement orthodox questionnaire methods. 

He points out that of the three basic ele- 
ments of a motion picture, i.e., story, cast, 
and title, the title appears to be the least im- 
portant. However, two per cent of the fifteen 
million people who usually see a major pro- 


duction, indicate that a difference in title 
represents as much as “300,000 admissions 
or about 130,000 box office dollars.”” He de- 
scribes, illustrates, and critically analyzes the 
four different techniques employed to de- 
termine the strength of a motion picture title, 
namely, absolute title tests, relative title 
tests, tests with control titles of unknown 
strength, and tests with control titles of an 
average acceptance rating. 

“There are two basic criteria by which the 
worth of any measuring instrument can be 
determined—reliability and validity,” the 
author points out in discussing the use not 
only of orthodox research techniques but also 
of mechanical aids now in use. He is of the 
opinion that atmosphere and background 
changes may be made to produce desired 
results, in addition to changes in story, cast, 
and title, when more valid and reliable re- 
search results are used. 

The advantages, disadvantages, and limi- 
tations of various tests made after produc- 
tion are outlined by the author. He is of the 
opinion that personal recommendation is the 
one most important factor in influencing at- 
tendance. The reviewer might point out here 
that “hearsay” must be based upon informa- 
tion gained by some manner or means, and 
perhaps this may be of a secondary rather 
than primary nature. 

It is interesting to note the results of his 
study conducted with respect to revival of 
outstanding pictures made over the past few 
years. This study indicated that ninety- 
seven per cent of the respondents among 
New York moviegoers were willing to see old 
pictures they had not already seen. Further- 
more, ninety-one per cent stated that they 
would like to see the outstanding pictures of 
the last ten years again. 

Among advertising and publicity media he 
has found by a New York City study that 
newspaper advertising is the outstanding 
device. Subway car cards were also shown to 
be of considerable importance, and the 
author points out that advertising may 
boomerang when any picture does not de- 
serve the build-up which it has received. 

The author reports that “‘various industry 
estimates put the total potential audience in 
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the neighborhood of 105 million persons out 
of the national population of 150 million.” 
He points out that a 1946 survey showed 
that 81 million persons over twelve years of 
age had attended a movie once in their life- 
time. He reports that sixty-one million 
tickets were sold during the four releases of 
“Gone with the Wind.” He believes that 
the trend of consumer spending for recrea- 
tion will increase more rapidly than spend- 
ing for other goods, materials, or services, 
and that nearly a fifth of all money spent for 
recreation will be spent for movies by 1960. 
The reviewer does not believe that the author 
gives sufficient consideration to the possible 
inroads of television, changing habits of con- 
sumers, and the tendency of motion picture 
producers to follow whims and hunches, 
rather than place reliance upon scientifically 
determined preference studies herein out- 
lined. 

Motion picture attendance by age and sex 
groups as well as by income levels is well 
covered. It is interesting to note his con- 
clusion that persons generally most admire 
players of their own sex rather than those of 
the opposite sex, tracing this to conscious or 
sub-conscious self-identification. With ref- 
erence to the much disputed double versus 
single feature problem, he throws new light 
on the question through going into various 
aspects such as quality, available time, eco- 
nomic aspects, etc. He points out that only a 
small segment of moviegoing public believes 
that admission prices are too high in com- 
parison with other presently inflated prices. 
When double features are replaced with 
single features, at the insistence of movie- 
goers, there has generally been a distinct 
drop in number of admissions. 

Research results of the social, educational, 
and propaganda effects of movies are 
covered. Not only does the author analyze 
the immediate but also the more or less 
permanent audience reaction. He also goes 
into the problems connected with analysis of 
reactions to specific episodes, scenes, and 
sequences, and with respect to the over-all 
picture being contemplated, in process of 
production, or the completed picture itself. 
Two of his pertinent conclusions are that 


“people do not like being influenced,” and 
that “time analyses in effect studies may 
gain more prominence in future studies of 
this kind.” 

The reviewer believes that further atten- 
tion might well have been given to the use of 
films for educational and training purposes, 
especially as they were used during the recent 
war period by such groups as the armed 
services, government agencies, institutions, 
associations, and by industry itself. The 
author does imply that the effectiveness of 
films in teaching appears not to have been up 
to expectations where active participation 
was neglected. The reviewer, having used 
films considerably for training purposes, feels 
more favorably disposed to their usage than 
is believed justified by the author. 

Film audience research in foreign countries 
is handicapped, according to the author, by 
such problems as availability of trained 
personnel, and full and complete language 
comprehension. 

The writer includes a six page bibliog- 
raphy of all major studies, reports, articles, 
books, and periodicals on film audience re- 
search and related fields, for those who may 
have reason or desire to delve deeper into 
this fascinating and important field. 

This book should be informative and help- 
ful to the industry itself, of which its chief 
spokesman, Eric Johnston, said in 1946: 
“Much of the statistical data published 
about this industry is based on hearsay, 
personal opinion, the casual impressions of 
persons unfamiliar with the business or the 
natural exhuberance of born promoters. . . .” 

The book should likewise be informative 
and helpful to sociologists, psychologists, 
marketing and advertising researchers, and 
students in general, not only for examples of 
tried and proven ways of research outlined 
therein, but also for the important conclu- 
sions reached thereby. It should indicate for 
professionals, technicians, and the lay public 
something of the social, economic, political, 
and educational influences exerted by the 
industry itself; and how the industry in turn 
is affected by the thinking, attitudes, and 
reactions of consumers, in the same manner 
as are consumers of other goods and services 
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throughout our economic system. 
Vernon D. KEELER 
Los Angeles, California 


ApveERTISING, A CoRRESPONDENCE STUDY 
Courses, by Frederick K. Hardy. (Gaines- 
ville, Florida: University of Florida Press, 
1950. $1.00.) 


This Study Course is an addition to the 
series Dr. Hardy is writing for the University 
of Florida Extension Division; he has built 
up an interesting guide to introduce students 
to the field and practice of advertising. While 
the supplemental material offered by Dr. 
Hardy may be quite familiar to advertising 
practitioners and experienced teachers of ad- 
vertising, the new teacher in advertising, or 
the general marketing man who is called 
upon to teach a course in Principles of Ad- 
vertising, will find this syllabus a valuable 
supplement to his library because of the 
illustrative material it contains. 

In the syllabus the author guides the 
student into a rather ambitious project. He 
asks the student to plan a complete cam- 
paign consisting of a series of advertisements 
for various media, including radio spot an- 
nouncements, newspaper advertisements, 
and copy and layout for a magazine adver- 
tisement. 

Dr. Hardy may be criticized by some for 
his tendency to interject editorial comments 
indicating that an advertising man should 
have an extremely conservative political 
outlook, since the comments have no bearing 
on the material being covered. On the whole, 
however, the small book is well conceived, 
well organized, and interestingly written. 

Roy T. SHaw 
Florida State University 


A ConTRIBUTION TO THE THEORY OF THE 
Trave Cycie, by J. R. Hicks. (Oxford 
_University Press, 1950. Pp. 201. $2.00.) 


“The crucial question which a theory of 
the (business) cycle has to ask is whether 
fluctuations are possible, and if so, how they 
are possible, in the absence of exogenous dis- 
turbances” (such as new inventions, changes 


in government regulations, wars, etc.) (p. 
63). Professor Hicks gives his current answer 
to this question with the implicit purpose of 
pointing toward governmental policy de- 
cisions which will encourage not only a high 
level of employment, but also stability at 
that level (p. 35). 

The general analysis in this book is occu- 
pied with three general topics. First, the 
“multiplier” is examined, and it is concluded 
(p. 31) that “lags in consumption tend to 
damp down the fluctuations in income which 
result from given fluctuations in invest- 
ment... .’’ Second, the author discusses the 
“accelerator” and concludes (p. 37) “that 
the main cause of fluctuations is to be found 
in the effect of changes in output (or income) 
on investment.” Third, the monetary factor 
is analyzed entirely separately, even though 
the author believes (p. 136) that “the main 
features of the cycle can be adequately ex- 
plained in real (that is, non-monetary) 
terms.” His conclusion (p. 151) is that “a 
monetary theory of the cycle, quite inde- 
pendent of the real theory which we have 
elaborated in previous chapters, can in 
principle be constructed and can be set out in 
fairly comparable terms.” 

The summary conclusion is reached (p. 
160) that in the real world all slumps are 
caused by both real and monetary reactions. 
The author’s brief recommendation for 
policy (p. 168) is for “monetary reform to 
re-establish monetary security, combined 
with a moderate use of public investment 
and fiscal controls, designed to quiet, but 
hardly to eliminate, the real cycle... .” 

Readers of this little book who are not 
both mathematicians and economists may 
find some of the detailed theory challenging. 
They will be encouraged (as was this re- 
viewer) by the confinement of most of the 
mathematics to an appendix where it will 
serve those inclined and competent to refer 
to it and where it will not stand in the way 
of understanding of the text by others. 
Marketing people will also find refreshing 
the underlying disposition of the author to 
evaluate theory in terms of the real world in 
which goods are bought and sold. As usual, 
Professor Hicks’ mastery of language adds 
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pleasure to the reading of the book. 
Davip W. BussELi 
The Ohio State University 


An oF ADveRTIsING, by George 
Burton Hotchkiss. (New York: The Mac- 
millan Company, 1950. Pp. 605. $5.00.) 


This book, first published in 1933, is a 
“general survey text” and has as its primary 
task that of emphasis. In this, the second 
revision, the author has selected from the 
“wealth of materials” the “facts and princi- 
ples that seem fundamental and permanent.” 
No radical changes were made in the plan of 
the book. This is, for the most part, a revi- 
sion to bring up to date the materials which 
seemed to have been outmoded. 

As Frederic A. Russell indicates in his re- 
view of the 1940 edition, George Hotchkiss 
writes well. He has style, and he employs his 
background as a teacher of English to the 
fullest in its exhibition. The mechanical fea- 
tures of the book, described by Russell as 
“beautiful,” have been improved. George 
Hotchkiss writes in his Preface, “although 
several thousands of words have been added, 
and more than fifty new illustrations, the use 
of a more economical but equally legible type 
has enabled (me) to avoid an increase in the 
bulk of the book.” 

This reviewer was especially interested in 
the first five chapters. The historical and 
social aspects of advertising need to be 
learned. Yet two statements are not in accord 
with the intelligent and mature analysis in 
the balance of the book. Because they are 
startling, they will, no doubt, be remem- 
bered. For that reason, this reviewer felt that 
attention should be called to them. They are 
as follows: “Much of the criticism of adver- 
tising comes from persons who avowedly or 
secretly favor communism or some other 
form of state control of production and dis- 
tribution.” Further, “Advertising, in the 
true sense, is no more tolerated by modern 
dictators than by the absolute monarchs of 
past history, who preferred to guide the 
public by government orders and propa- 
ganda.” 

Today’s student who listens to American 
radio broadcasts will not be able to follow 


the reasoning. A recent session of Congress 
was devoted to discussion of appropriations 
for “Voice of America” broadcasts to be used 
to offset the “‘advertising”’ of the Russians. 
Attendance at any moving picture theatre 
points to the use of posters, signs, slogans, 
etc. by the Russians. The point is that mod- 
ern dictators and monopolists do not restrict 
advertising. They use it in every manner 
possible to sell their ideas. (A recent issue of 
Life magazine compared the product ad- 
vertisements of Americans and Russians. 
The latter were pitiful attempts to employ 
the techniques developed in America.) It 
seems illogical to indicate, therefore, that 
people who criticize advertising are com- 
munists since the communists attempt to use 
it as effectively as possible. The statement 
that criticism of advertising is communistic 
will not further the cause of advertising. My 
friends who are critical of advertising (prac- 
titioners and teachers alike) are attempting 
to improve its efficiency—not destroy it. We 
are all interested in finding how advertising 
can do a more efficient job in a social as well 
as economic sense. 

The last paragraph of Chapter V needs 
consideration. The author indicates that the 
evolution of the present economic system in 
the United States, with all its wastes and 
imperfection, has led to “the most satis- 
factory system that modern civilization has 
been able to find.” There is no argument with 
that statement. However, the next is open to 
some conjecture. “Its faults are the faults of 
competitive industry, and its frailties of hu- 
man nature.” Competitive industry would 
have little resort to advertising and would 
not, presumably, take advantage of human 
frailties. It is because of oligopoly (tobacco, 
motor cars, soap, foodstuffs, etc.) in certain 
industries that forces are generated toward 
the ever-increasing resort to advertising and 
by this emphasis to further taking advantage 
of human frailties. It is because we live in a 
society of imperfect competition that some of 
the wastes and imperfections occur. 

George Hotchkiss’ conclusion that the 
faults and frailties are ‘‘an indispensable ac- 
companiment to specialized mass produc- 
tion, and to a democracy of living habits, to 
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both of which the country seems definitely 
committed,” is inconsistent with his con- 
clusions in Chapter XXVII in regard to the 
future of advertising. In the latter chapter, 
he notes that “During the period from 1929 
to 1949 advertising has shown notable im- 
provement in nearly every important re- 
spect.” Not only is reference made in this 
section to the investigations of the Federal 
Trade Commission, but the benefits accruing 
to consumers from consumer advisory serv- 
ices and from the broad general consumer 
movement program. Even the efforts of 
businessmen to correct advertising abuses is 
noted. Finally, “nothing is more significant 
of the trend toward better advertising than 
the increased emphasis upon educational 
training for it and in it.” His conclusions that 
the responsibility for improvement in the dis- 
tribution of information about goods and 
services is subject to both increased knowl- 
edge of the public (through the science of 
public opinion research) and through educa- 
tion (“Much educational work will need to be 
done, in the schools and elsewhere, before 
consumers become capable of exercising their 
power wisely.”) are, no doubt, the goals in 
the author’s mind toward which he hopes 
the American students of advertising will 
strive. 

One more point of emphasis. The discus- 
sion of the value of advertising in creating 
“information utility” is a beginning toward 
solving a deficiency that is common to most 
survey texts in advertising, but to this re- 
viewer, at least, there is need for an expan- 
sion of this subject. For example, Mr. E. A. 
Lever’s ADVERTISING AND Economic 
(Geoffrey Cumberlege, Oxford Uni- 
versity Press, London, 1947, pp. 132) 
is excellent. To cite a point, Mr. Lever 
concludes (in contrast to Borden’s con- 
clusion referred to in Hotchkiss) that ad- 
vertising follows rather c/ose/y increased pro- 
duction (“‘. . . one or two months later . . .””). 
The claim of advertisers that advertising in- 
fluences early expansion in production seems 


- to be a case of “‘putting the cart before the 


horse.” Further, again in contrast to Borden, 
“It does not seem right to conclude that ad- 
vertising tends to accentuate business fluc- 


tuation. It may well prevent slumps from be- 
coming worse....” As Lever points out, 
better analyses of “advertising expenditures 
are available ... and it will be possible in 
the future to study this point in detail.” 
Similar studies incorporated in advertising 
survey texts will improve them. 
BERNARD F, TRIMPE 

University of Tennessee 


TRADE AND AcricuLturE, A Study of In- 
consistent Policies, by D. Gale Johnson. 
(New York: John Wiley and Sons, Inc., 
1950. Pp. 198. $2.50.) 

This book has two major goals: first, to 
describe both the origins and effects of the 
fundamental inconsistency between the laws 
and programs governing American foreign 
trade and American domestic farm policy; 
and second, to indicate means whereby these 
inconsistencies may be resolved without 
damage to foreign trade and with significant 
betterment to American agriculture. 

The author’s case may be summarized 
briefly. The gap between trade and farm 
policies must be closed since there can be no 
extension of world trade without active 
participation by the United States. Neither 
the broad goals nor some of the methods of 
farm policy can be changed outright, nor can 
such policy be considered apart from its 
political setting in this country. However, 
the impediments to trade incident to it could 
be lessened with no hurt to farm interests 
other than possible impairment of price sta- 
bility goals. The inconsistency roots as much 
in the emphasis of trade policy upon effi- 
ciency of resource use—to the neglect of sta- 
bility of price and income—as in the goals 
and methods of farm policy. Such devices as 
export subsidies and dumping, import 
quotas, excise taxes and tariff quotas, neces- 
sitated by domestic price-raising programs, 
are discriminatory and provocative of re- 
taliatory interference with trade. They are 
also often inimical to achievement of higher 
or more stable returns to farmers. Com- 
modity loans and storage, production con- 
trol, marketing control, and government 
purchase or subsidy programs will directly 
require either export subsidy or import pro- 
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tection if they are successful in raising do- 
mestic prices, since no nation can afford even 
to try to raise the world price in the face of 
probable world supply response. Programs 
to improve quality of resources, efficiency of 
resource use, domestic living standards or 
farm security are neither discriminatory nor 
designed to raise domestic prices. They, 
therefore, do not spawn collateral devices 
which limit trade among nations. 

Damage to farm income from freer world 
trade should not be significant. There has 
been continuous and important modification 
of general trade policy in deference to the 
requirements of domestic price programs. 
The orthodox claims of benefit to farmers of 
current policies are often considerably over- 
stated. Further, these programs do not touch 
the basic determinants of undesirable level, 
stability, or distribution of American farm 
incomes. The author, therefore, proposes re- 
formulating such domestic farm policy to 
raise and to stabilize earned farm incomes 
without impairing world trade. He suggests 
forward-price guarantees promulgated in ad- 
vance of production at levels approximating 
equilibrium prices for the forthcoming pro- 
duction period, and direct compensatory 
payments to mitigate the differential impact 
of depression upon farmers without interfer- 
ing with market prices and thus necessitating 
interference with trade flows. These methods 
should not induce increased outputs of sup- 
ported products or impede the adjustments 
in productivity and mobility necessary to 
solution of the farm income problem. 

On the side of foreign trade policy, the 
author eliminates international production 
control, surplus disposal programs, destruc- 
tion of output, subsidies or taxation as 
means to enhance trade without impairing 
price stability. He suggests the use of buffer 
stocks, long-term multilateral contracts and 
commodity reserves to insure stability of 
average prices of broad commodity groups. 
There is a detailed analysis of the determi- 
nants of agricultural poverty, and of the 
techniques appropriate in the existing eco- 
nomic and institutional context for its miti- 
gation. 


In short, this book provides a good descrip- 


tion and analysis of both contemporary farm 
and trade policy. It describes their incon- 
sistencies; the disruptive effects of farm pro- 
grams which separate domestic and world 
prices; and the long-run goals of farm policy, 
which can be gotten better through methods 
not inconsistent with foreign trade than 
through currently effective procedures. Ap- 
propriate domestic and trade policies are 
analyzed in detail. The book is nontechnical. 
Conclusions are supported in the main by 
logic rather than by empirical verification. 
Many domestic and trade problems are sug- 
gested for which such verification is neces- 
sary to appraise the author’s conclusions. 
The book is an excellent synthesis of policy 
and analysis in two important and closely 
interrelated fields. 
Georce L. MEHREN 

University of California at Berkeley 


OperaTinc Resutt or Limitep PRrice 
STORES IN 1949, by Esther M. Love. 
(Boston: Harvard University, Graduate 
School of Business Administration, Bureau 
of Business Research, Bulletin No. 133. 
$2.00.) 


This is the nineteenth annual report on 
the operating results of limited price variety 
chains and the seventh on those of independ- 
ent variety stores. It was done with the co- 
operation of the Limited Price Variety Stores 
Association. The 42 participating chain 
systems with their 5,920 stores sold a total 
volume of $1,981,913,000 during the year 
which was about 95 per cent of the total 
chain variety volume of the United States. 
Only 61 independent firms operating 77 
stores with a combined volume of $6,537,000 
participated. 

In its form and method of presentation the 
report follows closely the extensively reor- 
ganized pattern established in the 1948 re- 
port. It differs from its immediate prede- 
cessor in that it presents a more complete 
analysis of the competitive position of the 
chains, indicates the comparative growth of 
regional and national chain systems, and 
shows trends in sales by merchandise lines. 
To facilitate managerial comparison it also 
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shows operating result range figures for con- 
cerns of comparable volume. 

It is unfortunate that the Bureau has not 
been able to induce a larger number of inde- 
pendent variety merchants to submit their 
figures. Since 43 of the 61 reporting inde- 
pendent firms were members of two volun- 
tary chain groups, the results reported are 
probably somewhat more favorable than 
they would have been had more of the un- 
affiliated units been included. The author is 
careful to point out this weakness. 

Some of the highlights of the voluminous 
material included in the report are: 

1. The sales of the 42 participating chain 
systems fell only 0.4 per cent below their 
volume for 1948. The 1949 volume of the 
independents who reported for both years 
fell almost 5 per cent below that of the pre- 
vious year. Part of the successful volume 
performance of the chain systems is probably 
due to the fact that during the year they 
added 68 store units, or 1.2 per cent, most of 
them large, to the total number of stores 
they operated. The sales record was also 
helped by managerial emphasis during the 
year on good values in low-priced merchan- 
dise, better merchandising in the form of 
more careful styling, packaging, and selec- 
tion, more extensive use of advertising, and 
a program of store modernization. 

2. The average gross margin of the chain 
systems declined slightly from 36.5 per cent 
of sales in 1948 to 36.2 per cent in 1949. This 
was probably due in part to mark-downs. 

3. Expenses of chain systems increased 
from 28.6 per cent (including interest) in 
1948, to 29.8 per cent of sales in 1949. 
While the heaviest increase occurred in 
wages and salaries there were smaller addi- 
tions throughout most of the expense items. 

4. As a result the net operating profit 
dropped from 7.9 per cent in 1948 to 6.4 per 
cent in 1949. 

5. The results of independents showed the 
same tendencies as those of the chains except 
that they were magnified somewhat, the 


net operating profit declining from 6.6 per 


cent in 1948 to 4.9 per cent in 1949. 
This report is the usual sound, workman- 
like job which students of marketing have 


come to expect from the Bureau. In addition 
it contains a wealth of analytical material, 
chart presentations, and long range com- 
parisons not found in all Bureau reports. 
Miss Love is to be congratulated on a very 
scholarly job. 
R. S. ALEXANDER 

Columbia University 


How to Make More Money witn Your 
Direct Mai, by Edward N. Mayer. 
(New York: Funk and Wagnalls, 1950. 
Pp. 322. $5.00.) 

Practitioners in the field of direct mail ad- 
vertising are notably articulate and as a re- 
sult there is a considerable amount of period- 
ical literature available on the subject. 
Nevertheless, this book fills a real need as it 
is one of the best, well-rounded works on 
direct mail to be published in recent years. 

Mr. Mayer seems to address himself to 
readers who know at least a little about ad- 
vertising. The elementary technical vocabu- 
lary of advertising production is used with- 
out explanations and there is no glossary. 
However, the book is written simply and 
clearly and, of necessity, much of the ma- 
terial is elementary. Even a novice can com- 
prehend most of it. 

An unusual organization of the contents 
and a good index improve the book’s useful- 
ness for reference use. Teachers of advertis- 
ing will welcome this book for use as supple- 
mentary reading. While it would have serious 
limitations as a textbook and was not written 
for the purpose, it is the opinion of your re- 
viewer that it is better than anything else 
now available for a course in direct mail. It 
deserves a place in any business library. 

The book is one of the Printers’ Ink 
Business Bookshelf Series. The caliber of 
Mr. Mayer’s contribution well justifies its 
inclusion in the excellent series. 

Kart H. Kravuskopr 

Ohio University 


FEDERAL MarKETING ProGRAMS FOR FRUITS 
AND VEGETABLES, by George L. Mehren. 
(Berkeley, California: College of Agri- 
culture, 1949. Pp. 88. No price given.) 
This mimeographed report is a condensa- 
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tion in outline form of official material rele- 
vant to Federal marketing programs for 
fruits and vegetables of general crops. 

The first section condenses the Agricul- 
tural Marketing Act of 1937, relevant sec- 
tions of Administrative Procedure Act, and 
Department of Regulations. 

Provisions and Procedures common to all 
orders are found in Part II. A summary of 
orders on specific commodities are found in 
Part III. Summary tables relating to the 
various orders are given in Part IV. 

The material is not of general interest but 
should be useful to teachers of courses in 
agricultural marketing. 

ArTHUR E, ALBRECHT 
The City College of New York 


MANAGEMENT RESEARCH IN RETAILING, The 
International Association of Department 
Stores, by H. Pasdermadjian. (London: 
Newman Books, 1950. Pp. 177. 16s net.) 


The author of this book is the general sec- 
retary of The International Association of 
Department Stores, having held this position 
since 1936. He recounts the steps taken in 
forming this organization, and discusses the 
character of its contribution and work. 

Formed in 1928, the association sought to 
promote the place of research in department 
store operation in Europe and to provide for 
the interchange of information among its 
members. For such a laudable purpose one 
wonders first, why the membership is re- 
stricted to one from each cooperating coun- 
try, in view of the fact that general research 
findings are shared among competitors in 
this country quite beneficially. And second, 
why the types of stores admitted varied all 
the way from popular-priced chains to 
higher priced independents, a factor tending 
to weaken the value of the findings of any one 
of them. Present membership stands at eight 
from Holland, Switzerland, Belgium, Den- 
mark, Sweden, France, Norway, and Fin- 
land; formerly Great Britain and Germany 
were represented for a maximum member- 
ship of ten stores. 

Anyone familiar with the Mazur plan and 
the work of the National Retail Dry Goods 


Association will find little new in this book; 
what might be new to some is the knowledge 
that certain European stores have adopted a 
similar approach to their operating problems. 
One obtains the impression from reading 
that research has been lifted by the associa- 
tion to a somewhat lofty pedestal. There 
also seems to be the pretense that research 
must always consider the public good, but in 
view of the fact that only one store in the 
country may contribute to the general wel- 
fare this must be narrowly construed. 

The chief contributions of this book appear 
to be historical and documentary, valuable 
to similar groups who may wish to improve 
their operating techniques through an ex- 
change of ideas and data. 

Kennetu D. Hutcuinson 
Boston University 


SALES AND ADVERTISING OPPORTUNITIES 
FOR THE SMALL MAnurFACTURER, By 
Norman Clyde Tompkins. (New York: 
Funk and Wagnalls Company in associa- 
tion with Printers’ Ink Publishing Com- 
pany, 1950. Pp. 346. $4.50.) 

The problems facing the large, national 
advertiser—the company that is able to 
spend hundreds of thousands of dollars 
yearly for purposes of advertising and sales 
promotion—the company that can hire the 
most highly skilled and most expensive tal- 
ent in the nation for its advertising depart- 
ment—the company that can use the best 
advertising agencies and research organiza- 
tions—have received a great deal of atten- 
tion in the trade press, at meetings of busi- 
nessmen, and even in the schools and col- 
leges throughout the country. 

Recently, however, an increasing amount 
of interest has been shown in the problems 
facing the small businessman—the person 
who must make every dollar do the work of 
two, who must operate on a modest scale 
with a small staff for advertising and selling 
(if, indeed, any people are engaged solely in 
advertising activities), and limited facilities. 
This is evidenced by the newly-developed 
programs of the United States Department of 
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Commerce and other governmental agencies, 
by the introduction into universities of 
courses dealing with “Advertising the Small 
Business” and now by this book, issued as a 
Printers’ Ink Business Bookshelf Publica- 
tion. 

In an effort to be of assistance to the 
small manufacturer, the author has col- 
lected those principles of marketing, of ad- 
vertising, and of selling which, from his long 
and varied experience, he believes to be of 
most importance to the small manufacturer. 
And along with the principles, the author 
has suggested many ways in which the reader 
may apply them to his own business; he 
shows how other manufacturers have put 
certain basic principles to work for them in 
moving their products to the consumer. 
Fortunately, the writer deals not only with 
consumer goods but also with the marketing 
of industrial products. 

The book has been divided into three sec- 
tions. 

Part I deals with “Distribution of the 
Product.” Most of this section is devoted to 
an outline of the fundamental channels of 
distribution: ‘“Tried-and-True Channels of 
Distribution” and also ‘How Some Depart 
from the Beaten Path.” This survey of ways 
in which products are marketed should be 
valuable as an aid to a manufacturer in mak- 
ing wise selections when picking his own 
channels of distribution. The author seems to 
stress, in many instances, unique ways of 
doing things. He urges manufacturers not to 
rely on one channel just because “That’s 
the way the product has always been dis- 
tributed,” or because ““That’s the way other 
manufacturers do it.” 

The chapter on “Methods of Obtaining 
Market Surveys” should be quite interesting 
to the small manufacturer who is inexpe- 
rienced in research but who could definitely 
put market research to good use if only he 
knew where to get it. Many sources are 
listed. The chapter points out ways in which 
research is conducted and how it may be 
used, 

“Virgin Fields that Await the Plowman” 
is the title of a chapter in which the author 


lists several frequently overlooked markets 
that logically could be considered by the 
small manufacturer. 

Part II concerns “Sales Promotion for the 
Product.” This section deals with point of 
sale displays; with the importance of “En- 
ticing Interiors and Packages to Enhance 
‘Impulse’ Sales” ; the value of demonstration; 
the importance of educating the educator— 
making information available to high 
schools, vocational schools, technical, en- 
gineering, and professional colleges; and the 
value of trade shows. 

Part III is devoted to “Advertising the 
Product.” This subject occupies approxi- 
mately one-half of the book. The author tells 
“How Advertising Puts the ‘Oomph’ in 
Modern Business.” Headlines; good and bad 
copy; the importance of careful selection of 
media—magazines, newspapers, radio, tele- 
vision, outdoor advertising, and direct mail 
—all are discussed. The author says, “You 
Don’t Have To Bea Big Shot To Advertise,” 
emphasizing throughout the book that, al- 
though large advertisers seem to dominate 
the field, the small manufacturer can do a 
worthwhile job if he puts his mind to it. He 
tells how many large, national advertisers 
have been able, through advertising, to build 
their businesses from small beginnings. 

This is a non-technical book—a survey of 
the marketing field. It has been written in 
simple, understandable language and has 
been made colorful and living through the 
use of many illustrations and examples. Al- 
though a list of suggested readings, of text- 
book sources of additional information on 
many of the topics discussed, might possibly 
have made the book of even greater value, 
the book does have a comprehensive index 
which facilitates reference to any included 
topic. 

As the title (and this review) has indicated, 
this book is specifically designed for the 
small manufacturer. But the information it 
contains is fundamental. It should certainly 
be helpful for anyone who is interested in 
marketing on any size basis, small or large. 

GeorceE B. CHaANDLEss, JR. 
New York University 
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BRIEFLY NOTED 
By Cuartes J. Dirksen 


Visuat MERCHANDISING RESEARCH SERIES, 
Report No. 2, by Howard M. Cowee. (New 
York: Prentice-Hall, Inc., 1950. Pp. 118. 
No price given.) 


The first volume in the series, published in 
1949, entitled “The Pilot Study of Display,” 
explored and articulated sound and convinc- 
ing methods of study. This present work uses 
those methods, and reports an intensified 
traffic and sales study of display. The study 
was national in scope. The behavior of 
1,291,442 people was observed, recorded, and 
classified as they passed store windows in 
the reserve city of each Federal Reserve 
District. 

This study establishes the basis for a yard- 
stick by which retailers can measure the sell- 
ing potential of their displays as well as the 
readership expectancy of their sidewalk cir- 
culation opportunity. It should help to 
caution retailers against inhibiting visual 
merchandising effort during periods of in- 
tensified cost consciousness. 

Visual merchandising is correlative with 
all other sales promotion and publicity 
media. The high readership and sales poten- 
tial of visual merchandising, as proved by 
this broad study, indicates how valuable it 
is as a publicity and sales promotion medium. 


America’s CapitaAL REQUIREMENTS, Esti- 
mates for 1946-1960, by Robert W. Hart- 
ley and Eleanor Wolkind. (New York: 
The Twentieth Century Fund, 1950. Pp. 
244. No price given.) 

Of all the goods and services produced by 
the American economy in any year of high- 
level activity, from 15 to 17 per cent may be 
expected to be “capital goods”—plant, ma- 
chinery, ‘“‘goods to make goods,” offices, 
stores, schools, homes, hospitals, roads, etc. 
—according to estimates of America’s cap- 
ital requirements for the period of 1946- 
1960. 

The estimates of capital requirements are 
grouped in four main fields: urban develop- 
ment, commercial and industrial facilities, 
transportation, and rural development. 


These four major fields are further broken 
down into twenty-eight general fields which 
represent on the average nearly go per cent 
of nonmilitary capital expenditures in this 
country. 

The authors outline three general condi- 
tions that a balanced, peacetime program of 
capital goods production must be expected 
to meet: “First, the amount of capital goods 
produced to meet our requirements should 
not take such a large share of the total 
national output that the general standard of 
living would be lowered. Second, expendi- 
tures for capital goods—combined with other 
uses for money savings—should be made at 
approximately the same rate at which 
money is saved. And third, capital goods 
should be produced in the order of the re- 
quirements for them, so that the most press- 
ing requirements would be met first.” 

In determining what are the most press- 
ing requirements for capital goods, the au- 
thors rank the amount of population growth 
and economic expansion expected as crite- 
rion number one, then current obsolescence 
and wear and tear, and finally the necessity 
to make up backlog requirements. On this 
basis, a minimum of about 3o per cent of 
future capital outlays are estimated to be 
required for net expansion, about 50 per cent 
for replacement of capital goods currently 
being worn out, and about 20 per cent to 
meet backlog deficiencies from the past. 

“In the past,” say the authors, “there has 
been a marked failure to replace capital 
plant and equipment when they have served 
their useful life. This has been especially 
true in the field of housing and in certain 
public services such as education and health. 
To a lesser degree it has also been true for 
commercial, industrial and transportation 
facilities. Much thought needs to be given to 
devising national policies and measures that 
would assure the replacement of capital 
goods as they wear out or become obsolete.” 

The authors also point out that national 
policy is involved in the timing of public 
and private expenditures on deferred, or 
backlog, requirements and on allocating the 
responsibility for capital outlays as between 
public and private agencies. 


| 
i 


THE JOURNAL OF MARKETING 


393 


Almost one half of our capital require- 
ments from 1946-1960 are estimated to be in 
only three of the twenty-eight fields of capital 
outlay covered by the Fund study. These 
three are: nonfarm housing, manufacturing 
and mining facilities, and highways. The 
authors say: “If the requirements in four 
more fields—business motor vehicles, educa- 
tional facilities, electric power systems, and 
railroads—are added, then the seven to- 
gether comprise almost two thirds of the 
total.” Breaking down the estimates in still 
another way, the authors show that about 
two thirds of the requirements in the twenty- 
eight fields would be for various kinds of new 
construction and for improvement of our 
resources, while the remainder would be for 
durable machinery and equipment. 


OpeRATING Resutts oF DEPARTMENT AND 
SpecIALTY STrorEs IN 1949, by F. L. 
Foster, Jr. (Boston: Harvard University 
Graduate School of Business Administra- 
tion, Bureau of Business Research, Bulle- 
tin No. 132. Pp. 68. $5.00.) 


This report on the department store busi- 
ness in 1949 marks the thirtieth consecutive 
year for which these surveys have been un- 
dertaken by the Harvard Bureau of Business 
Research. One of the features of this bulletin 
is a special tabulation showing the trends of 
sales, margins, expenses, and profits of the 
department store business over this thirty- 
year period as measured by the results of the 
companies reporting for the key years 1920, 
1929, 1939, and 1949. 

Two new features of this report are the 
inclusion of some preliminary analysis bear- 
ing on the profitability of branch store 
operation and the presentation, in addition 
to the common figures, of data showing for 
many individual .items, the interquartile 
range. By means of these range figures it be- 
comes possible for a firm to know whether 
its own experience lies somewhere in the gen- 
eral run of results or whether it is farther out 
toward one extreme or the other. 

In Section I, the Bureau presents a sum- 
mary of the 1949 results; in Section II it 
reviews and analyzes significant trends and 
developments over periods of several years 


or more. In Section III it grouped the de- 
tailed common and range figures for 1949 
into the usual classifications according to 
volume of sales to facilitate ready compari- 
sons for various sizes of department and 
specialty stores. 


Propuction YEARBOOK (Ninth Edition). 
(New York: Colton Press Inc., 1950. Pp. 
728. $15.00.) 


The Ninth Edition was designed—as was 
the previous volume—by Bradbury Thomp- 
son and is complete in every detail. It in- 
cludes innumerable art and design features 
which were especially prepared for it by such 
distinguished designers as Lester Beall, 
Leslie Gill, E. McKnight Kauffer, Paul 
Rand, Alexander Ross, Alvin Lustig, and 
Ladislaw Sutnar. 

Statistically, one can get an idea of its 
vast scope from the fact that it is 250 pages 
larger than the prior volume. It contains 918 
pages, of which 136 are in color; 659 editorial 
illustrations; 156 articles, including charts 
and visualizers; 196 samples of kinds of 
paper, plates, processes and art techniques. 
This encyclopedic volume represents the 
combined efforts of 350 authors and authori- 
ties, and lists 4,000 subjects in its index. 

The law for advertisers, printers, and pub- 
lishers is written for the laymen in clear, 
concise language. Organized in chart form 
for easy reference, the following subjects are 
covered: elements of a release, contests, 
premiums, right of privacy, copyright, trade 
marks, patents, libel and slander. 

Marketing and advertising men will find 
this ninth edition even more valuable (if this 
is possible) than the prior editions. 


Ratio ANALYsIs OF SELECTED 1947 CENSUS 
or Manuractures Ficures ror In- 
DUSTRIES AND Inpustry Groups, edited 
by Ralph G. Wells. (Boston: Bureau of 
Business Research, Boston University 
College of Business Administration, 1950. 
Pp. 48. $2.75.) 

This study brings together in compact 
form significant ratios and percentage 


changes in American industry as shown by 
the 1947 Census of Manufactures. The Cen- 
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sus figures from which these computations 
were made are given in the same tables in 
adjacent columns. 

The purpose of the study is to provide 
basic data for the use of economists, invest- 
ment analysts, and other students of indus- 
trial trends. The tables are designed to aid 
business executives in comparing the ratios 
in their own industry with those of others. 
The data also indicates which industries 
show the greatest growth, which are declin- 
ing, and which have potentialities for devel- 
opment. Other figures can be used to deter- 
mine whether increases in value of products 
and value added by manufacture have kept 
pace with the increases in wages, salaries, 
and other costs. 

The study is presented in four parts. 
Table I brings together consolidated data 
for the 20 major industry groups; Table II 
gives similar data for 141 industry sub- 
groups; and Table III presents a detailed 
analysis of Census figures for each of more 
than 450 individual industry groups. The 
fourth part, beginning on page 44, consists of 
several supplementary tables based on ar- 
rays. These present the relative standing in 
various categories of selected industry 
groups. 

In order to eliminate the effect of price 
changes and to show the net increases or de- 
creases that have occurred in industry 


groups, the 1947 dollar figures for wages, 
value of products, and value added by manu- 
facture in Tables I and II have been deflated 
to a basis comparable with 1939. These de- 
flated figures and the indexes used as de- 
flators are shown in the last five columns of 
Tables I and II. 

The study consists of 48 pages 11” X16", 
planographed on one side with 34 full-page 
tables, 11” X16", and several supplementary 
tables 83” X11". 


BOOKS RECEIVED 


Planned Packaging, by Harry Jones. (New York: The 
Macmillan Company. 1950. Pp. 216. $7.50.) 

Effective Retail Advertising, by Irving Settel. (New York: 
Fairchild Publications. Inc., 1950. Pp. 216. $4.75). 
Introduction to Sales Management, by Harry R. Tosdal. 
(New York: McGraw-Hill Book Co., 1950. $5.50. Pp. 

632.) 

Creation of Income by Taxation, by Joshua C. Hubbard. 
(Cambridge, Mass.: Harvard University Press, 1950, 
Pp. 239. $4.00.) 

Government Regulation of Business, by Ronald A. Ander- 
son. (Cincinnati: Southwestern Publishing Co., 1950. 
Pp. 694. No price given.) 

Study on Credit Department Expenses, by the Advisory 
Committee of the Credit Research Foundation, Inc., 
1950. Pp. 64. No price given.) 

Outlines of Marketing, by Agnew, Conner and Doremus. 
(New York: McGraw-Hill Book Company, 1950. Pp. 
432. $4.25.) 

Foreign Credits and Collections, by J. Rodriguez Sanchez. 
(New York: Prentice-Hall. Inc., 1947. Pp. 417. $5.00.) 

Case Histories of Successful Marketing, by Hector Lazo. 
(New York: Funk & Wagnalls. 1950. $4.75. Pp. 261.) 


STATEMENT OF THE OWNERSHIP. MANAGEMENT, CIRCU- 
LATION, ETC., REQUIRED BY THE ACTS OF CONGRESS 
OF AUGUST 24, 1912, PAND MARCH 3, 1933 


Of THE JOURNAL OF MARKETING, published Quarterly at 
Menasha, Wisconsin, for January 1951. 


State of New York } os. 


County of New York 
Before me, a Notary Public in and for the State and county aforesaid, 
ly ap Robert N , who, ha’ been duly sworn accord- 
to law, poses and says that he is the usiness of the 
JOURNAL OF MARKETING, and that the following is, to the best of his knowl- 
and belief, a true statement of the ownershi t (and ifa 


Managemen 

paper, the circulation), etc., of the elouald > publication for the date 
shown in the above caption, required by the Act of August 24, 1912, as 
amended by the Act of March 3, 1933, embodied in section 537, P 
tions, printed on the reverse of this form, to wit: 
1. That the names and addresses of the _——. editor 


and business : Publisher, erican "Marketing 
Association, 1525 East 53 St., Chicago 15, Ill.; Editor: Ralph woe Jr, 
Univ. of oral, Los 24, Calif; Editor: 
Hawkins, Johns H Univ., Baltimore, Md.; Business 
N. King, 383 Ave., New York 17, N.Y. 
2. That the owner is: Marketing 
3. That the known bondholders, mortgagees, and other security holders 


acting, is given; also that the said two phs contain statements 
embracing affiant’s full ro and | bellef as to th ces and 
conditions under which stockholders and security ee re who ‘do not 
appear upon the books of the comoeny as trustees, hold stock and securities 
in a capacity other than that of a bona fide owner; and this affiant has no 


reason to believe that tony of other association, or has 
cay in the sald stock, securities 
than as so stated by him. 

5. That the average number of co each inoue of thle 
sold or distributed, through the to paid — 


the twelve months preceding the date shown above is 
is required from daily publications only.) 


THE JOURNAL OF MARKETING 
ROBERT N. KING, Business Manager 
Sworn to and subscribed before me this 3rd day of October, 1950. 
ROD DORMAN (N Public 
commission expires March 30, 1952. 
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IN MEMORIAM 


Warren C. Waite 
1896-1950 


HE EDITORS announce with deep re- 

gret the death of Warren C. Waite, 
Professor of Agricultural Economics at 
the University of Minnesota and a 
member of the Editorial Board of the 
JOURNAL OF MARKETING. He died from a 
heart attack on November 11, 1950. 

Born in Seattle, Washington, on May 
11, 1896, Professor Waite received his 
A.B. degree from the University of 
Minnesota in 1919, an A.M. in 1921, and 
his Ph.D. in 1924. From 1922 to 1924 he 
was Instructor in Agricultural Econom- 
ics at Minnesota; in 1924 he became an 
Assistant Professor and was Associate 
Professor from 1927 to 1928. He was a 
Senior Agricultural Economist with the 
United States Department of Agricul- 
ture during the years 1928 and 1929. In 
1930 he returned to the University of 
Minnesota as Professor of Agricultural 
Economics. 

Professor Waite served as a Principal 
Marketing Specialist with the Agri- 
cultural Adjustment Administration, the 
Surplus Marketing Administration, and 


the War Food Administration at various 
intervals during the period 1933 to 1945. 
He was a member of the League of 
Nations Conference on Relation of Ag- 
riculture and Nutrition in 1936, and he 
was Economic Consultant to the Prov- 
ince of Alberta, Canada, in 1938. In 
1944 he served on the Board of Direc- 
tors of the National Bureau of Economic 
Research. He edited the Fournal of 
Farm Economics from 1944 to 1949. 
From 1947 until his death he was a 
member of the Editorial Board of THE 
JOURNAL OF MARKETING. 

His research interests centered on ag- 
ricultural prices, statistical measure- 
ment, and economics of consumption. 
Publications include Economics of Con- 
sumption (1929), The Consumer and the 
Economic Order (with Ralph Cassady, 
Jr.) (first published in 1938, revised in 
1949), and Introduction to Agricultural 
Prices (with Harry C. Trelogan) (1948). 

Professor Waite is survived by his 
wife and three children. 
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A.M.A. Notes 


GEORGE H. BROWN 
Editor 


Due to the recent constitutional amend- 
ment changing the fiscal and administrative 
year of the American Marketing Association, 
the usual announcement of the elections will 
not be reported in this issue. The incumbent 
officers will continue their terms until June 
30, 1951 at which time new officers and di- 


announced. 


In addition to the usual two vice-presi- 
dents, there will also be a third elected by 
the membership. One of the three will super- 
vise the activities of the teachers in the 
Association. Another will supervise the com- 
mittees conducting technical research. A 
third will be in charge of the committees 
dealing with the operation of the Association. 
The President will continue to supervise the 
policy committees. 

The Association welcomes the following 
new members who were accepted during the 
period from August 1, 1950, through October 
31, 1950. 


Allen, Lloyd G. 
Loyola University, 820 North Michigan Avenue, 
Chicago 11, Illinois 
Aylesworth, E. Walton 
Dun & Bradstreet, Inc., 315 South Warren Street, 
Syracuse, New York 
Bell, Roy E., Jr. 
530 Academy Avenue, Sewickley, Pennsylvania 
Berbatis, Angelo N. 
62 Mount Vernon Street, Fitchburg, Massachusetts 
Berglund, Stanley 
Gould, Brown & Sumney, Inc., 321 South Plymouth 
Court, Chicago 4, Illinois 
Bielefeldt, Marilyn 
McCann-Erickson, Inc., 318 South Michigan Avenue, 
Chicago 4, Illinois 
Birbach, Lars E. 
Institute of Patent Research & Development. Inc., 
745 Fifth Avenue, New York, New York 
Bloom, Morde M. 
$717 North 13th Street, Philadelphia 41, Pennsyl- 
vania 
Boorn, Howard F. 
Ohio Rubber Company, Willoughby, Ohio 
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Brown, Daniel C. 
201 West 89th Street, New York 24, New York 
Callard, Charles G. 
332 Dogwood, Park Forest, Illinois 
Campedelli, Frank 
Y.M.C.A., Hartford, Connecticut 
Canter, Stanley D. 


«445 East 14th Street, New York 9, New York 


/ Chirsan, Samuel D. 
rectors elected in the spring of 1951 will be “ ~ 1g Robineon 


481 Robinson Court, Pittsburgh 13, Pennsylvania 
Clapperton, Robert W. 
American Radiator & Standard Sanitary Corporation, 
P.O. Box 1226, Pittsburgh 30, Pennsylvania 
Clark, Donald L. 
General Electric Company, Electronics Park, Syra- 
cuse, New York 
Cleaver, Charles E. 
American Seating Company, Ninth & Broadway, 
Grand Rapids 2, Michigan 
Coen, Robert J. 
10 Pine Street, West Orange, New Jersey 
Cohen, Seymour 
Statistical Consultant and Tabulation Service, 30 
North Dearborn Street, Chicago 2, Illinois 
Cole, Irwin J. 
95 Beekman Avenue, North Tarrytown, New York 
Cox, John H. 
2217 South 11th Street, Lawrenceville, Illinois 
Cramer, Thomas Dana 
United States Steel Corporation of Delaware, 436 
Seventh Avenue, Pittsburgh 30, Pennsylvania 
Cullen, Ellen 
Ross Federal Research Corporation, 2 West 45th 
Street, New York 19, New York 
Culos, Peter R. 
758 East Georgia Street, Vancouver, B.C., Canada 
Darvin, Eugene S. 
West Clarkstown Road, Spring Valley, New York 
D’Eath, Harley Wilson 
1940 West Hood Street, Chicago 26, Illinois 
De Boer, Lloyd M. 
University of Illinois, 404 David Kinley Hall, Urbana, 
Illinois 
De Chanso, Benjamin H. 
4944 Fulton Avenue, Van Nuys, California 
Decker, Lowell A. 
208 Philadelphia Avenue, Takoma Park, Maryland 
De Van, Brian L. 
Moss-Rouse Company, 345 St. Paul Place, Baltimore 
2, Maryland 
De Weerdt, Georgina M. 
Canadian Daily Newspapers Association, 55 Univer- 
sity Avenue, Toronto, Canada 
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DiPaola, Anthony J. 
40 West 69th Street, New York, New York 
Duthie, R. W. 

Johns-Manville Sales Corporation, 22 East 4oth 

Street, New York 19, New York 
Emmert, Lewis G. 

U. S. Department of Commerce, 417 Atlanta Na- 
tional Building, 50 Whitehall Streets S. W., At- 
lanta, Georgia 

England, Robert D. 

Haygood & England, Inc., 9 Baltimore Place NW, 

Atlanta, Georgia 
Evans, Bernard S. 
Earl Hayes Chevrolet Company, Ninth & Lancaster, 
Dallas 8, Texas 
Fairbairn, David Cc. 
56 Tremont Street, South Braintree 85, Massachusetts 
Feinberg, Elliott L. 
Westchester Avenue, Rye, New York 
Felber, Richard J. 
The S. M. Hexter Company, 2810 Superior Avenue, 
Cleveland 14, Ohio 

Fisher, Donald Richard 

R. R. #8, Glendale Drive, Fort Wayne, Indiana 
Fisher, Herbert 

4733 Woodlawn, Chicago, Illinois 
Franck, Robert W. 

Cummins Engine Company, Columbus, Indiana 
Frazee, Russell C. 

1014 Stanhope Street, Pittsburgh, Pennsylvania 
Fulton, David H., Jr. 

5 St. Johns Road, Baltimore 10, Maryland 
Gand, Robert Charles 

1903A Obear Avenue, St. Louis 7, Missouri 
Gross, Harold M. 

H. M. Gross Company, 221 North LaSalle St., 

Chicago 1, Illinois 
Haas, Carl H. 
419-52nd Street, Pittsburgh 1, Pennsylvania 
Hardin, David K. 
Market Facts, Inc., 39 South LaSalle Street, Chicago 
3, Illinois 
Hawkins, Ed. 
715 North Sloan Street, Compton 2, California 
Hawthorne, John W. 
National Brewing Company, 1027 South Conkling 
Street, Baltimore 24, Maryland 
Herzog, Donald R. 
W. A. Sheaffer Pen Company, Fort Madison, Iowa 
Hessel, Howard C. 
2324 Park Avenue, Norwood 12, Ohio 
Hofmann, Anna C. 
1408 East 66th Place, Chicago 37, Illinois 
Holloway, Robert J. 
University of Minnesota, School of Business Admin- 
istration, Minneapolis 14, Minnesota 
Hopkins, Thomas R., Jr. 
Henry J. Kaiser Companies, 1924 Broadway, Oakland 
12, California 
Horsey, William B. 
Orange-Crush, 318 West Superior, Chicago 10, Il- 
linois 


Hourdequin, Felix 
304 North Gardiner Avenue, Rockford, Illinois 
Jaroszewisz, Edwin 
Building 21, Apartment 5 Airbase, Syracuse, New 
York 
Johnson, Gerald 
256 Washington Street, Marseilles, Illinois 
Jones, Harley F., Jr. 
Bishop & Schwager, 4 South Genesee Street, Wauke- 
gan, Illinois 
Kasten, Alex J. 
A. J. Kasten Sales, 286 Fifth Avenue, New York City 
1, New York 
Klaasen, Adrian J. 
563 Lawndale Court, Holland, Michigan 
Korbel, John 
47 Madhny Road, Durham, New Hampshire 
Lapides, Louis 
64 Huntington Park, Rochester 5, New York 
Lewin, Robert K. 
Box 281-B, RR-1o, Keller and Given Roads, Cin- 
cinnati 27, Ohio 
Littlefield, Harold James 
86 Irving Avenue, Livingston, New Jersey 
Lorens, Leonard C. 
P. O. Box 319, Tempe, Arizona 
Maddox, George E. 
Georgia Tech, Atlanta, Georgia 
Margeson, William 
The William Margeson Company 113 Archer Road, 
Syracuse 4, New York 
Marsh, Winston W. 
National Association of Independent Tire lain 
Inc., 1302-18th Street N. W., Washington 6, D. C. 
Matthews, Gordon W. 
Inland Steel Products Company, P.O. Box 393, Mil- 
waukee 1, Wisconsin 
McAndrews, Robert J. 
Southern California Broadcasters Association, 6253 
Hollywood Blvd., Hollywood 28, California 
McBride, Howard 
1507 East 65th Place, Chicege 37, Illinois 
McCarty, Theodore 
Illinois Farm Supply Company, 100 East Ohio, 
Chicago 11, Illinois 
Meloan, Taylor W. 
4917 McPherson Avenue, St. Louis 8, Missouri 
Mendelsohn, Monroe 
Gould, Brown & Sumney, 321 South Plymouth 
Court, Chicago 4, Illinois 
Merkle, George William 
Saltz om Inc., 1341 F Street, N. W., Washington 4, 
D.C, 
Miles, Stephen B., Jr. 
956 Euclid Avenue, Berkeley 8, California 
Miller, Charles W. 
520 Delaware S. E., Minneapolis 14, Minnesota 
Miller, Clarence J. 
University of Nebraska, Department of Agricultural 
Economics, Lincoln, Nebr. 
Noonan, Thomas J. 
Carl Byoir & Associates, 10 East goth Street, New 
York 16, New York 
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Northrup, Jack A. 
The Purex Corporation, 9300 Rayo Avenue, South 
Gate, California 
O’Connor, Bernice M. 
O’Connor Survey Company, Inc., 2535 Magnolia 
Avenue, Knoxville 15, Tennessee 
Ogilvie, Walter L. 
41 Eastwood Avenue, Tuscaloosa, Alabama 
Osborn, Carroll E. 
Osborn-Propst Advertising Agency, 114 South War- 
ren Street, Syracuse 2, New York 
Patulski, Mathew F. 
Porter-Cable Machine Company, North Salina 
Street, Syracuse, New York 
Peske, Edgar 
Michigan Bell Telephone Company, 1365 Cass Ave- 
nue, Room 1320, Detroit 26, Michigan 
Peterman, Jack N. 
302 Kennebec Street, S. E., Washington 20, D. C. 
Phelan, Richard J. 
1709 Brown Avenue, Rockford, Illinois 
Quinlan, John E. 
Statistical Tabulating Company, 53 West Jackson, 
Chicago 4, Illinois 
Rampinelli, R. E. 
Dearborn Motors Corporation, 15050 Woodward, 
Detroit, Michigan 
Randall, Dean B. 
Northwest Airlines, Inc., 1885 University Avenue, St. 
Paul 4, Minnesota 
Rice, Howard Kenneth 
677 Prospect Street, Maplewood, New Jersey 
Rizer, Robert I., Jr. 
Batten, Barton, Durstine & Osborn, Inc., 1640 North- 
west Bank Building, Minneapolis 2, Minnesota 
Robbins, Hudson S. 
Varl Byoir & Associates, Inc., 10 East 40th Street, 
New York 16, New York 
Sanders, Kenneth 
The Heil Company, 3000 West Montana Street, Mil- 
waukee, Wisconsin 
Schwartz, Paul E. 
2055 Blenheim Avenue, Alliance, Ohio 
Searles, J. B., Jr. 
University of Notre Dame, College of Commerce, 
Notre Dame, Indiana 
Sellers, Frederick F. 
R. R. Donnelley & Sons Company, 350 East 22nd 
Street, Chicago 10, Illinois 
Shadduck, Luella R. 
Minnesota and Ontario Paper Company, 500 Baker 
Arcade Building, Minneapolis, Minnesota 
Shade, William Wesley 
Rockwell Manufacturing Company, 400 North Lex- 
ington Avenue, Pittsburgh 8, Pennsylvania 
Shear, Phillip 
69 Judson Street, Hartford 5, Connecticut 
Silcox, Bruce 
3400 Alabama Avenue, Alexandria, Virginia 
Smith, V. F., Jr. 
1845 Laurel Avenue, Knoxville, Tennessee 
Smith, Colin L. 
General Electric Company, Electronics Department, 
Receiver Division, Syracuse, New York 


Sowa, Walter A. 
710 Lake Shore Drive, Chicago 11, Illinois 
Stephenson, Francis M. 

The Carborundum Company, Buffalo Avenue, 

Niagara Falls, New York 
Stern, J. K. 
American Institute of Cooperation, 744 Jackson 
Place, N. W., Washington 6, D. C. 
Storn, George C., Jr. 
1434 Grant Avenue, Fort Wayne 4, Indiana 
Stucky, Kenneth J. 

Stucky Bros., Inc., 122 East Washington Blvd., Fort 

Wayne 2, Indiana 
Sullivan, C. Meryl 

National Canners Association, 1133 20th Street, 

N. W., Washington 6, D. C. 
Swanson, Charles E. 
School of Journalism, University of Minnesota, 
Minneapolis, Minnesota 
Teague, Gordon 
1928 Fifth Avenue, Fort Worth 4, Texas 
Thompson, Glenn T. 
Norge Division-Borg Warner Corporation, Mer- 
chandise Mart Plaza, Chicago 54, Illinois 
Tompkins, G. Patchin 
58 Oakwood Avenue, Upper Montclair, New Jersey 
Van der Pyl, May O. 
Advertising Letter Service, Inc., 
Detroit 7, Michigan 
Vroman, Margaret A. 
2118 Ewing Avenue, Evanston, Illinois 
Wadsworth, F. Eugene 
2508 Haskell, Kansas City 2, Missouri 
Walance, Robert W. 
Gould, Brown & Sumney, Inc., 321 Plymouth Court, 
Chicago 4, Illinois 
Warga, Paul J. 
714 South 6th Street, Milwaukee 4, Wisconsin 
Welch, Kenneth C. 
Grand Rapids Store Equipment Company, 1340 
Monroe N. W., Grand Rapids 2, Michigan 
Westefeld, Albert 
31 Rollingmead, Princeton, New Jersey 
Wilkinson, James D. 
Kaiser Aluminum & Chemical Sales, Inc., 919 North 
Michigan Blvd., Chicago 11, Illinois 
Williams, Clyde G. 
West Middletown, Pennsylvania 
Wilson, Aubrey L. 

Central Michigan College of Education, P. O. Box 
144, Department of Commerce, Mount Pleasant, 
Michigan 

Wolf, Walter 
5481 South Harper Avenue, Chicago 15, Illinois 
Wyatt, Richard 

General Mills, Inc., 2010 East Hennepin Avenue, 

Minneapolis, Minnesota 
Zerewat, Raymond M. 

The Baldwin Locomotive Works, Eddystone, Penn- 

sylvania 
Zoller, Harry A. 
307 Darlene Avenue, Linthicum Heights, Maryland 
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A Major Name in 
TABULATING EFFICIENCY 


JOHN FELIX ASSOCIATES, Inc. 


Staffed by Experts 
in Tabulating Techniques 


JOHN FELIX ASSOCIATES® inc. 


Ready to Satisfy Your 
Marketing Survey N eeds... 


JOHN FELIX ASSOCIATES, Ine. 


Statistical and Labulating 
Nassau Street, New wrk 
Digby 9-013! 


Please mention the JoURNAL OF MARKETING in writing advertisers 


J 
if 
a 
4 
| it 
ae 
‘ 


JOURNAL OF THE December 1950 
AMERICAN STATISTICAL ASSOCIATION Paap 
umber 252 
ARTICLES 

Who Are the Unemployed? ............seeeeeees .--Philip M. Hauser and Robert B. Pearl 
The Effectiveness of Quality Control Charts ............ Leo A. Aroian and Howard Levene 
-Irwin Bross 
Operations Analysis and the Theory of Games: An Advertising Example ...... Leonard Gillman 


Design of Experiments for Most Precise Slope Estimation or Linear Extrapolation ...... 
ews Daniel and Nicholas Heerema 


Sequential Sampling from Finite Lots When the Proportion Defective is Small ....J. N. Chung 


Correction to “Some New Aspects of the Application of Maximum Likelihood to the Calcula- 
tion of the Dosage Response Curve .........seseeccccecccceccccccceeess Jerome Cornfield 
Index of Journal, Volume 45, 1950 (Nos. 249, 250, 251, 252) 


Book Reviews 
THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 
2. Improvement of basic statistical data 


3. Application of statistical methods to practical problems 


AMERICAN ECONOMIC REVIEW 


Contents 
Volume XL December, 1950 
Articles: 
Price Changes and Consumer Demand ................+: Gardner Ackley and D, B. Suits 
Foreign Investment and Balance of Payments ..........+eeseceeecsesececes E. D. Domar 
The United Kingdom after Devaluation ...........scceeeecceccsececceues Margaret Hall 
United Nations Report on Full Employment ...............sseeeeeeeeeees H. C. Wallich 
Communications: 
Colin Clark on International Investment ..............2eeeeeeeeeeceeeees L. N. Dembitz 
Unionism and the General Wage Level ............0ccceccccccceeeceees J. W. Garbarino 
The Distribution of Incomes and Savings ...........ssseeeeceseccecceees George Rosen 
Memorial: 
Frederic Benjamin Garver ......... R. Vaile 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the 
American Economic Association and is sent to all members, The annual dues are $6.00. Address 
editorial communications to Dr. Paul T. Homan, Managing Editor, American Economic Re- 
view, University of California, 405 Hilgard Ave., Los Angeles 24, California; for information 
concerning other publications and activities of the Association, communicate with the 
Secretary-Treasurer. Dr. James Washington Bell, American Economic Association, North- 
western University, Evanston, Illinois. Send for information booklet. 
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Marketing Consultants 


Business: 


® Advertising Agencies 
® Publications 
® Radio and TV Stations 
Manufacturers 
® Associations 
® Railroads 

® Housing Authorities 

® Banks and Financial Institutions 
Insurance Companies 


GOULD, BROWN & SUMNEY, INC. 
HOWARD L. BENN, Pres., HENRY O. GLEISS, Vice Pres. 
CHICAGO 321 Plymouth Court, WAbash 2-7604 
. DONALD J. GOULD, Vice President 
DETROIT 600 Michigan Building, Woodward 2-7427 
BERT W. KOCH, Southeastern M ; 
ATLANTA Building: “Main 673 
MONROE L. MENDELSOHN, Southwestern Mana 
HOUSTON 1213 Capitol Ave., Preston 8337 asi 


Marketing Consultants - Market Research - Sales Analysis - Sales Planning 


Please mention the JounNAL or MARKETING in writing advertisers 
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Wide 


Yes! there 


it comes to confidential 


ports on the current over-the- 

counter movement of your own 

or competitive products, there is 

one company that specializes in 

producing your answers 

quickly, accurately and inexpensively 
—SELLING RESEARCH INC. 

A “must” sales tool for manu- 

facturers in the drug, grocery, 

pharmaceutical, toiletry, con- 


fectionery and beverage 
fields! | 


88 TEST CITIES 
Complete pretests: Copy, Point- 
of-Sale, Merchandising Plans, 
New Packages, Media, New 
Products. 
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You Can Depend on 
STATISTICAL 


for Quick, Accurate, 
Economical Service 


Here’s the kind of personal service in 
marketing research tabulations that you’d 
expect from a department of your own— 
but without the headaches of hiring and 
training, equipment standing idle, over- 
time, etc. 

With the largest and most diversified 
independent punched card tabulating 
service in the country, STATISTI- 
CAL offers you accuracy with speed 
and economy on every phase of the 
job. This includes Vari-typing, coding 
and editing, punching, verification, 


preparation of tables, tabulating, per- 
centaging, and typing. 

In any emergency, or for your regular 
requirements, it will pay you to call our 
nearest office. 


STATISTICAL 
TABULATING COMPANY 


Established 1933—M. R. Notaro, President 


Chicago 4, Iil., 53 West Jackson Blvd.—Phone HA-7-2700 
New York 4, N. Y., 50 Broadway—Phone WH-3-8383 
St. Louis 1, Mo., Arcade Building—Phone CH-5284 
Newark 2, N. J., Natl. Newark Bldg.—Phone MA-3-7636 
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CONSUMER 


A complete, rellable, up-to-date compilation of market data covering 
all states, all counties, and all cities of 5,000 population and over 


Used by advertising agencies, national adver- 
tisers, market analysts, media and media reps. 


The 1950-1951 Edition of SRDS CONSUMER 
MARKETS provides marketing, sales, adver- 
tising, and media executives with the statistical 
factors they require for planning distribution, 
sales, and advertising in today’s changing, com- 
petitive markets. 


SCOPE: Only CONSUMER MARKETS re- 
ports basic trend statistics from basic Govern- 
ment Census reports for 1940 . . . plus the cur- 
rent year’s projection, so that users can see 
growth in any local market at a glance. 


ACCURACY: Only the 1950-1951 Edition of 
CONSUMER MARKETS reflects adjustments 
and projections of Retail Sales Estimates from 
the current (1948) Census of Business, Use 
of this material assures most accurate sales 


figures for users. 


COMPLETENESS: Only CONSUMER MAR- 
KETS reports statistics for all U. S. States, 
Counties, and Cities of 5,000 and over popula- 
tion, plus all cities with radio stations or daily 
newspapers, regardless of their size. It also 
covers the U. S. Territories and Possessions, 
the Philippine Islands, and Canada. 


COMPREHENSIVENESS: Only CONSUMER 
MARKETS offers complete reports of local 
market statistics designed to serve every mar- 
keting, sales planning, or advertising need. 


MAPS: Only CONSUMER MARKETS has 
completely detailed, up-to-date maps designed 
especially for media and market use. There is 
a map for each state, for the U.S. possessions, 
and for all cities of 250,000 and over popula- 
tion. 

The Service-Ads of many media, located near 
the data listed for the markets they serve, offer 
valuable supplementary information. 


What CM users are saying 


“Family and sales figures in CM are of primary 
importance for planning co-operative dealer 
campaigns.” 

“Using CM figures exclusively.” 


“We now turn exclusively to CM as a de- 
pendable source book, because it has the 
SRDS statistical assembly know-how developed 
to a remarkable degree of accuracy.” 


“Invaluable in evaluating county markets and 
newspaper coverage.” 


Examine CM 5 days FREE 


Only direct examination can demonstrate the 
specific utility of this market reference book. 
Write today for a copy and examine it for 
5 days free. Judge for yourself its value to 
you. If you decide to keep it, send $5.00. Other- 
wise just return it for full credit. 
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Save time and money on your next big 
assembly of tabulated market data. ALL 
CONSUMER MARKETS figures have 
been placed on 350,000 IBM punch cards 
and are available for machine tabulation 


COUNTY DATA 


County location on map; Number Daily Newspapers; 
Number Radio and TV Stations, 


Population—’40 count; °49 estimates, 


Households—’40; °49 households; °49 households 
per square mile; "49 radio homes. 


Retail Sales—’40; '48 Census preliminary; °49 esti- 
mates; "49 Retail Sales Index; °49 retail sales per 
household, per capita, by classes of outlets—Food, 
Gen’l. Merchandise, Apparel, Home Furnishings, 
Automotive, Filling Station, Building Material-Hard- 
ware, Eating-Drinking, Drug; number major outlets. 


Business Data—’48 number establishments; total 
employed; total wages; % state total; °48 and °49 
average weekly wages; "47 Census of Manufactures; 
number mfg. establishments; total employed; total 
wages; value added; wages % of state total. 


Farm Data—’49 estimates population, households, 
radio homes; farm income; % state total; income 
per household, per capita; "48 retail expenditures. 

Qualitative Data—'49 bank deposits; "49 E. Bond 
sales; °48 vital statistics, marriages, births, deaths. 


PRESENTS MORE THAN 350,000 MARKET FACTS 
U. S., State, County and City Data 


CITY DATA 


name map location; number Daily Newspapers 
number Radio and TV ‘stations. , 
Population—City zone; city and retail trading sone; 
"40 corporate limits and °49 estimates, 

H holds—’40 P limits; °49 estimates; 
radio homes; °49 new houses authorized. 

Retail Sales—'40; °48 Census preliminary; °49 esti- 
mates; "49 Retail Sales Index; °49 retail sales per 
household, per capita, by classes of outlets—Food, 
Gen'l, Merchandise, Apparel, Home Furmishings, 
Automotive, Filling Station, Building Material-Hard- 
ware, Eating-Drinking, Drug. 

Manufaeturing—’47 Census of Manufactures; num- 


ber mfg. establishments; total employed; total wages; 


value added; wages % county. 
Qualitative Data—'49 bank debits; °48 school en- 


rol. 

MAPS 
Marketing Maps—State (with county lines and 
keys); each city of 250,000 and over population; 
U. S. Territories and Philippines; Canada. 


Attention Market Research Directors 


in any desired combination or grouping 


of data . . . by cities, counties, trading 
areas, state or regional or U. S. totals. 
Fast service at low cost. Estimates fur- 
nished. For information write, wire, or 
phone. 


Published by Standard Rate & Data Service 


Walter E. Botthof, Publisher 


3 North Michigan Avenue, Chicago 


New York Los Angeles 
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IRWIN TEXTS IN MARKETING 


A CHECK LIST 


MARKETING: Principles and Methods 


By Charles F. Phillips, President, Bates College, and 
Delbert J. Duncan, Cornell University : 
; 740 pages, College Price $5.50 


MARKETING BY MANUFACTURERS 


Edited by Charles F. Phillips, President, Bates College 
648 pages, College Price $5.50 


PLANNING THE PRODUCT 


By Dudley M. Phelps, University of Michigan 
310 pages, College Price $4.00 


PROCUREMENT: Principles and Cases 


By Howard T. Lewis, Harvard University ' 
756 pages, College Price $5.50 


THEORY IN MARKETING 


Edited Reavis Cox, University of Pennsylvania, and 
Wroe Alderson, Alderson and Sessions, Philadelphia 
350 pages, College Price $5.00 


ADVERTISING: Theory and Practice, Third Edition 


By Charles H. Sandage, University of Illinois 
638 pages, College Price $5.50 


ADVERTISING: Text and Cases 
By Neil H. Borden, Harvard University 

1064 pages, College Price $6.00 

THE ECONOMIC EFFECTS OF ADVERTISING 


By Neil H. Borden, Harvard University 
1028 pages, College Price $6.00 


ADVERTISING IN OUR ECONOMY 


By Neil H. Borden, Harvard University 
312 pages, College Price $4.50 


RETAILING: Principles and Methods, Third Edition 


By Delbert J. Duncan, Cornell University, and 
Charles F. Phillips, President, Bates College 
750 pages, College Price $5.50 


SALESMANSHIP: Principles and Methods 


By Carlton A. Pederson, Stanford University, and 
Milburn D. Wright, San Jose State College 
556 pages, College Price $5.00 


RICHARD D. IRWIN, INC. 
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Sales Analyses 


* 


Questionnaires for 
Research on Markets, 
Products, 

Public Relations, 
and Industrial Relations 


* 


Magazine Circulations, 
Radio Network 
Coverages 
* 
Marketing Indices, 
Sales Potentials 


* 


Readership Studies 
for Magazines, 
Newspapers 


* 


When you're 
behind this... 


tabulating wor 


Take c cue from other advertising agencies, publishers and radio 
people: 

Let us serve as your own specialized department for tabvlating 
statistical information. 

We have a well-trained staff of experienced operators, and a large 
and compiete installation of the latest high-speed alphabetic and 
numeric punch-card tabulating machines. 

Why not call us in now to discuss those old and new assignments? 


Recording and Statistical 
Corporation 


CHICAGO BOSTON DETROIT MONTREAL TORONTO 
100 Sixth Avenue, New York 13, N. Y. 
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OUTLINES OF MARKETING. New 3d edition 


E, Acnew; Harotp A. Conner, and L. Doremus, New 
ni 


versity. 432 pages, $4.50 


Thoroughly revised and brought up to'date, the present edition contains a new section om 4 


the United States as a market, which includes a consideration of the widespread shifts 


the population and a treatment of the resulting changes in marketing procedure in them 
“different states. New material is also presented on merchandising and sales promotion, chai 
stores; the effect of new forms of retailing on the wholesaler, changes in transportation, ete 


MARKETING POLICIES. New 2nd edition 


By E. Acnew; and Date Houcaton, New York University. 610 pages, 


Designed and written for advanced courses in marketing campaigns, this text has beenuamE 


thoroughly revised and over half the material is entirely new. Such topics as public relation§™ 
retailing, merchandising, sales promotion, advertising policies, forecasting and budgeting 
continuing services, and consumer campaigns all contain an up-to-date and extended treat- 


ment. 


SUCCESSFUL RADIO AND TELEVISION ADVERTISING 


By Evcene F. Seenarer; University of Minnesota, and J. W. LazMMar; Foote,™ 


Cone and Belding. In press 


A thorough, well-organized text for college students, this book explains the basic principles 


of successful radio and television advertising and gives the studen’. a comprehensive appre- § 


Ciation and understanding of the American system of commercial radio. 


“ADVERTISING PSYCHOLOGY AND RESEARCH—An Introductory Book 


By Darrett B. Lucas, New York University, and Srzvart Henpersow’ Britt, 


Cann-Erickson, Inc. 765 pages, $6.50 


An authoritative text for students..of psychology and advertising. Both authors are psy- 4 
chologists who are working in the field of advertising. They have drawn upon both profes- 
sional and practical knowledge to combine psychological principles with extensive applica- 4 


tions of practical fesearch methods. 


ADVERTISING MEDIA 
By Ep Brennen, New York representative for Better Homes and Gardens. In press 


An excellent presentation designed to give both students and professional advertising men" 


a thorough understanding of the functioning of the major forms of advertising media, as ™ 


well as effective methods and means of buying and selling space and time. 
es Send for copies on epprovel 


330 WEST 42nn STREET, NEW YORK 18, WN. ¥. 
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